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PREFACE 

by 

Senator Claude Pepper 


If there is a man living who would dare say publicly 
that he is not for peace, I do not know where to find him. 
Yet, in spite of the unanimous professions for peace, when 
we get down to specific peace policies and programs, we are 
confronted with a Babel-like confusion. There are two reasons 
for this, First, we do not all want the same kind of peace— 
some want a peace based upon international Cooperation and 
some want a peace based upon invincibility of arms; some 
want a Pax Americana and some want a World State. Second, 
we do not agree on what are the real causes of war, 

To build a sound peace, we must be relentless in identi- 
fying and exposing the things that make for war. It is the 
merit of this book that it contributes to the necessary insight 
as regards the causes of the second world war. This book 
is a Story of melodramatic industrial intrigue and espionage 
and cartel building, but very much more than that, it is a 
Story of what lay behind the German drive to war. Let it be 
remembered that the Nazi war menace took shape slowly 
over a period of years. It took various forms of diplomatic, 
economic and military pressure. Yet all the while, one master 
combine, IG Farben, the German chemical trust, representa- 
tive of the tight inner circle of German monopoly, operated 
behind the scenes to give a constant drive and purpose to the 
Nazi juggernaut. 
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The German war maker, in a real sense, was not so mucli 
Adolph Hitler’s brown-shirted, swaggering storm trooper, 
as it was the soberly-clad superficially honorable type— 
Hjalmar Schacht or Hermann Schmitz, president of IG Far¬ 
ben. This is the theme of the book, and I believe it is supported 
by the evidence. It was the particular function of the leaders 
of IG Farben and a handfui of other German corporations 
to Start preparations for another world war, just as soon as 
World War I was over. It was they who assured Hitler’s 
victory in Germany in 1933. And it was they who set the 
pace in the looting of Europe during those first years of the 
war while the Wehrmacht was rolling over conquered coun¬ 
tries. 

We are concerned here with something rather more im¬ 
portant than the allocation of guilt for a war already past. 
The case of IG Farben cannot yet be laid away in the his- 
torian’s file. IG Farben and the kind of cartel practice of 
which it was the most dynamic specimen are still very much 
with US. They still constitute a threat to the peace of a world 
which has not yet finished counting the dead of World War II. 
It seems to me that there is a tendency today to forget who 
were our enemies and who were our allies—to forget the 
causes of the last war, and, therefore, the potential causes 
of the next war. I do not maintain that every German is an 
enemy and will remain one for the rest of time, But I do 
maintain that IG Farbenism is an enemy and will remain one; 
and for the evidence of this, I refer you to this book. Here 
the evidence is freshly and convincingly set out. 

Mr. Sasuly was in a key position to study the nature and 
evidence of IG ramifications in the political as well as the 
economic field. He was chief of financial Intelligence and 
liasion of the Finance Division of United States Military 
Government. He was one of the investigators who analyzed 
the flies and prepared the case against IG. As you will see 
from this book, it is an overwhelming case. 
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German Tourist Guide 

1945 


Deep in the forests of eastern Bavaria the Nazis hid 
their newest war plants. You can pass them on a road and see 
nothing. You can fly over them and again see nothing but 
the dense green blanket of the trees. 

The munitions works are perfectly camouflaged. They are 
painted dirty grays and yellows, covered by netting where 
they stand in small Clearings. Some of the units of a plant 
may be Underground. Generally they are widely scattered, 
connected by miles of green pipes. 

Foreign slave labor built and operated most of these mu¬ 
nitions plants under the management of IG Farbenindustrie, 
the biggest of German monopolies. Now the foreign slaves 
have gone home. The plants stand dingy and sullen-looking 
—^but undamaged. 

Some of the hidden factories still operate. They make a 
variety of peacetime Chemicals; they can be converted back 
to war production tomorrow. 

^ Some are idle. In an idle factory you will probably find 
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no one but a German engiiieer making a last inventory of the 
plant. He is likely to be a lonely and depressed man. He did 
not enjoy operating the factory in the trees. The units were 
too scattered. It was too hard to keep track of the foreign 
slaves; under cover of the trees, they were always disappear- 
ing for a rest. Now the engineer has nothing to do but list 
equipment in a munitions plant which Stands empty and de- 
serted—waiting, in the quiet of the forest. 

In one Clearing in the Bavarian woods Stands a half- 
completed structure, a nightmare of the builder’s craft. It 
might be a great sewer pipe lying on its side half out of 
the earth, but it is far too big for that. It might be a huge 
airplane hangar with a completely arched roof, but it is too 
big for that also. It is half a mile long, perhaps a hundred 
yards wide at ground level, more than a hundred feet high. 
It was intended for a Messerschmitt airplane plant. 

To build the plant, part of the floor of a small valley was 
dug away. An enormous mass of sand was piled in a long 
mound in the excavation. On top of the sand, two layers of 
concrete were poured, reinforced with Steel, in an arch twenty 
feet thick. On top of the concrete twenty feet of sod was to 
be piled with trees planted so that the whole structure would 
seem to disappear into the woods. Finally, the sand was dug 
out from beneath the concrete and in the vast arched space 
remaining all the machinery for an airplane factory was to 
have been installed. 

The building was never completed; all the stages of con- 
struction can be seen, as if diagramed. It Stands now naked 
and ugly and completely abandoned except for a Bavarian 
peasant watchmaii and occasional American Service troops 
who come up in trucks and take infinitesimal scoops of sand 
out of the huge pile which had been taken from beneath the 
concrete. The Bavarian watchman looks at it and mutters 
and calls it “the Devil’s work.’’ It might have been an answer 
to atomic warfare, the completely bombproof factory; 
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it could hardly have been damaged by any known blockbuster. 

The Work was not begun until August of 1944. In that 
month American troops were racing across France. Paris 
had been liberated—by its own people. General Eisenhower 
thought there was a good chance of ending the war by Sep¬ 
tember or October. Yet at that very time the Germans started 
construction of a completely bombproof factory and pushed 
the Work ahead with terrible intensity until that very day in 
April, 1945, when the first American troops appeared in the 
area. Thousands of slave workers were kept at the job in 
shifts around the clock. SS guards surrounded the job; near-by 
townspeople never knew what was being built. In a country 
scraping the bottom of its manpower resources, new slave 
workers were thrown in as fast as others died or were killed. 
Defeat loomed bigger with each crack in the faltering trans- 
portation System, but uncounted thousands of tons of sand 
and building materials were brought in by rail and truck. In 
eight months snatched from the end of the war, construction 
was nearly half finished. 

And for what? It might have been organization gone mad 
and devouring itself in a last frenzy of keeping going at any 
cost. It might have been hope, a hope which is still alive and 
goes whispering through the sullen and bcaten land: the hope 
that they might be permitted to finish the job to build air¬ 
planes for another war, a war this time with friends at their 
backs, against the well-hated Russians in the East. 

Now the half-finished hulk is another one of Hitler’s war 
monuments in the Bavarian woods. It too Stands desolate and 

y 

Still along with the munitions plants, symbol of a power badly 
hurt but not broken, dangerous as the adder, waiting. 

The war ended on different days in the part of Germany 
captured by the American Army. The victorious troops would 
pass through a town, sometimes even without a fight, and 
behind them the war was over. 
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'For the Germans the end of tlie war brought a feeling of 
relief. American troops were not welcomed but neither were | 
they ostensibly hated. For a long time there had been no 
future for the Germans except air raids and terror. Now at 
least ihere was safety. [ 

The dead of the armies lay where they had fallen in com* | 
bat. In every town there were still civilian dead under the 
rubble. But everything had stopped, there were no shells or j 
bomhs to fear, and there was nothing to do. Even German 
devotion to duty could stop. In cities people sat in parks and 
sunned theraselves. In most places there were bomb craters 
in the parks and ruined buildings all around. After a while 
rubble looks normal. The people looking at the rubble ap* 
peared normal. Compared to the French they seemed well* 
fed and healthy. The women—and what few men there were 
—wore stockings and leather shoes. The characteristic sound 
on a French Street had been the clatter .of wood-soled shoe»* 

Most of the German cities were ruined. In the zone oc* 
cupied by the American armies, Heidelberg was the only 
large town which had not been badly hit. At first sight it 
seemed as if decades must pass before Germany could ever 
again be a major producer; looking at the ruins of cities it 
did not seem possible that factories could be intact. 

The first sight was deceptive. It was true that the Germans 
would live in discomfort for many years to come. But houses 
were easier to hit and damage than factories. Factories were 
on the outskirts of towns; the bomb clusters feil mainly 
the Centers. Even when hit, the shell of the factory building 
took most of the damage, Where the machinery was damag^d 
too, the Germans generally had done a fast job of repai^^» 
making good use of a tremendous over-supply of machine 
tools. 

On the outskirts of Munich, on one of the main roads 
leading into town, was a plant of the Bavarian Motor 
where jet engines were made. The building was a mess- 
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the roof destroyed, the walls partially caved in. Looking at 
it, One would think tliat here at least was one plant which 
could never^ again produce for war. On the inside the view 
was entirely different. Revetments had been built around the 
blocks of important machinery; the building itself had taken 
the whole beating and the plant had never stopped producing 
throughout the war. 

The truth is that given fuel, materials, a few quick repairs, 
and adequate transportation, the German economy could soon 
have produced at perhaps ninety per Cent of its peak capacity. 
After a year of occupation by the victorious Allies, German 
production was still generally low. But that was mainly due 
to the continuing tie-up of coal and transportation. And the 
transportation System had been hurt worst by the Germans 
as they blew up bridges and destroyed roads in the final 

month of the war. 

The factories themselves looked like factories anywhere 
in the world. The fancy war-built jobs, hidden away in re- 
niote forests and super-camouflaged, were something special. 
The regulär industrial plants, backbone of the most highly 
concentrated System of production in Europe, could have 
been in Manchester, in Lille, or in Pittsburgh. Cities, homes, 
farm buildings, aR bear the signs of national culture. But 
the factories are international. For Americans from industrial 
Centers the most familiar sights in Germany were the big, 
dingy, red brick buildings, the long peaked-foof sheds, the 
tall smokestacks and furnaces and the spur railroad tracks. 
The only things missing were the eternal clouds of factory 
smoke and the crowds at the gates when shifts changed. It 
might havq been merely a deep depression. 

i 

f 

German industry had been the main support of a con- 
spiracy against the world which nearly succeeded in bring* 
ing back an age of mechanized feudalism. It took the com- 
bined strength of the United States, the British Empire, and 
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Soviel Russia' finally to crush the armies which moved on 
the wlieels of the German industrial System.’ Before the end 
came, the great productive forces of Germany had been able 
to unleash destruction on a scale vaster than anything 
dreamed of before. 

Towering over the rest of the German industrial concerns 
was the IG Farbenindustrie A.G. IG Farben was Germany’s 
greatest Corporation and the kingpin of the German war 
effort. 

IG Farben factories were dotted all over the map of Ger- 
many, IG Farben’s influence extended far beyond the bound- 
aries of Germany. As fast as the Wehrmacht moved forward 
in the years from 1939 to 1943, IG Farben followed close 
after picking up control of plants in the conquered countries. 
Long before the war, Farben had acquired a larg® 
measure of influence over foreign Industries through the 
shrewd use of cartels. More than any other Corporation in 
the World, IG was at the echter of the network of international 
cartels which control a bewildering array of products from 
oil to rubber to dyes to nitrogen to explosives to aluminum 
to nickel to synthetic silks. It is more than three thousand 
miles from the headquarters of IG Farben in Frankfurt- 
on-the-Main in Germany to the shores of the free and power- 
ful United States of America, but Farben had a great deal 
to say about U. S. war production. 

The full name of IG Farben is Interessen Gemeinschaft 
Farbenindustrie Aktiengesellschaft, meaning: “community of 
interests of dye Industries, incorporated.” The “community 
of interests” pari of the name really stood for ‘‘monopoly 
or “cartels,” but the men of IG preferred a loftier Interpreta¬ 
tion. Professor Erwin Selck, a member of the supervisory 
board of directors, tried to explain it to American investi- 
gators: “Community of Interest: working together for the 
common good, co-operation. You understand?” he said, and 
bis grim, death’s head face cracked into a smile. Besides bis 
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IG duties, Selck had also been the leader of a Company of SS 
cavalry, 

The whole name is deceptively modest. Dyestuffs were 
only a part of IG’s chemical production. And Chemicals were 
only a part of IG’s total production. 

Secrecy shrouded every activity of IG Farben. Even now, 
after intensive investigations, the exact worth of IG Farben 
is not known. It is known that the net worth of Farben 
amounted to more than six billion marks at the least. It is 
known that Farben had a share, and gencrally the lion’s 
share, in the control of more than three hundred and eighty 
other German firms. The IG men were particularly secretive 
about their foreign Connections, but it is established that the 
IG Farben world Organization included more than five hun¬ 
dred firms abroad. 

IG Farben lived up to its position as the biggest and 
strongest chemical combine in the whole world. It acted on 
a grand scale. The IG headquarters in Frankfurt was a mod¬ 
ern building, large enough for any government department. 
The IG was almost a complete empire in itself. It had its 
own mines for coal, magnesite, gypsum, and salt. It had its 
own coke ovens and was a heavy Investor in Steel firms. 
When Henry Ford started a branch of his Company in 
Germany, IG Farben snapped up the bulk of the forty per 
Cent of the stock of the new Company which Ford offered for 
sale in Germany; Professor Carl Bosch, first President of IG 
Farben, joined the board of the German Ford Company, and 
Edsel Ford in turn became a member of the board of the 
then newly formed Amreican IG Company. 

As a matter of course, IG Farben had its own house banks 
and patent and research firms, not only all over Germany but 
scattered throughout all the main business centers of the 
world. From raw materials down to the last detail of sales 
Organization and financing, IG Farben controlled everylhing 
it needed. ' 


\ 
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In the international economic battle which takes place 
through cartels, IG Farben was more than able to hold its 
own against the world’s most powerful corporations, includ- 
ing Standard Oil of New Jersey, Royal Dutch Shell, the 
Aluminum Company of America, the British Imperial Chem¬ 
ical Industries, and Du Pont. 

At the end of the war, the connections among the Farben 
plants and offices had broken down, along with everything 
eise in Germany. But little real damage had been done to the 
scattered factories. 

By the estimate of IG engineers themselves, damage to 
plants during most of the war amounted to no more than 
fifteen per cent of the productive capacity. The engineers esti- 
mated that, if they could get the labor and fuel and materials, 
they could bring production back to more than ninety per 
Cent of capacity within three months. Only few of the main 
plants had been hurt and these alraost by accident. The great 
Works at Ludwigshafen, for example, suffered some damage, 
but mainly through bad luck. Ludwigshafen happened to be 
across the river from Mannheim, where the Neckar River 
flows into the Rhine. The juncture of two rivers is a good 
landmark for fliers. Bomber crews who had been over Ger¬ 
many often reorganized at Mannheim for the rest of the trip 
hack, If they still had bombs, Mannheim and Ludwigshafen 
were handy places on which to jettison them. Toward the 
end of the war, some of Ludwigshafen’s production had to 
he shifted to other plants. 

Synthetic gasoline and lubricating oils had been a mam 
target; IG’s capacity in these lines was cut, But the IG syn¬ 
thetic rubber capacity was down only about fifteen per cent, 
explosives were reduced less than ten per cent, and IG s 
ability to make great quantities of light metals (aluminum, 
magnesium, nickel), poison gases, and a host of chemical 
Products was hardly touched. Within the American occupa- 
tion Zone of Germany only one IG plant of any kind suffered 
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more than fifty per cent damage, and that was a small plant 
at Cleebronn which made colored signal lights, employing 
only four hundred and fifty workers; the big plants in the 
U. S. Zone were virtually untouched. / 

In spite of the greatest cfForts at secrecy, IG had been too 
important in the years before the war to hide its works from 
the eyes of the world. The general outline of what it had 
meant for German power and what it had done to other 
nations was known, particularly to the U. S. Treasury and 
Department of Justice investigators who had been trying to 
pick up the skimpy traces of IG’s activities. And the suspicion 
that IG had successfully weathered Strategie bombing and a 
short campaign on the ground quickly matured. 

IG had done great damage to the Allied Natiöns. It was 
now clear that the power to do harm still remained almost in- 
tact. To probe thoroughly into the workings of IG Farben 
and to destroy completely its potentialities for war became 
a top priority job for the military occupation, 

For the American side, General Eisenhower delegated the 
job of investigating IG Farben to the director of Finance for 
the U. S. Military Government forces, Colonel Bernard Bern¬ 
stein. Colonel Bernstein, who had come from the U. S. 
Treasury to be Eisenhower’s financial adviser throughout the 
campaigns in Africa, Italy, and France, undertook to or- 
ganize on the spot one of the more motley task forces of the 
war. The group included a few civilians from the Treasury 
and the Department of Justice, officers.from Army, Navy, 
and Coast Guard, and G. I.’s pulled from outfits in all parts 
of the World. 

The investigation of IG Farben began almost immediately 
after Frankfurt-on-the-Main had been captured, while the 
war moved rapidly eastward toward its end. With the smell 
of smoke still hanging'over the town, the investigators went 
after the records of IG Farben. 

There was no trouble finding records of the IG. Records by 
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the bale and Ly the carload were there for the taking. To 
make sense out of them was another matter. 

The main headquarters building in Frankfurt had not been 
hit by the war. But there was an aftermath of the war. In 
the wake of the fighting, the foreign slave workers who had 
been shanghaied by the Nazis declared themselves free and 
were graduated to the Status of “displaced persons”—DP’s. 
Soon DP’s by the tens and hundreds of thousands were on the 
raove all over Germany. They wanted more than anything 
eise to go home, but that took time, and meanwhile they 
needed food, shelter, fuel. Long since, the Germans had 
taught them, the hard way, to look out for themselves and to 
take what they needed where they could find it. The IG 
headquarters building stood open and inviting; by way of 
luxury it had a whole roof and walls, solid floors, and even 
glass in the Windows. As many as ten thousand DP’s made 
themselves at home in the IG building. 

It was still cold, that Spring of 1945 in Germany. There 
was no fuel. But there were countless file cases stuffed with 
paper. The DP’s started burning IG records to heat the 
building. 

After the invasion by DP’s came the expeditionary force 
of the Big Brass. As the most imposing structure in the whole 
region, the Farben building was quickly marked as perma¬ 
nent headquarters for what were to become the American 
occupying forces. The order came to clear the building. A 
master Sergeant took charge of the cleaning Operation and 
won a Bronze Star for the job he did. The procedure was 
simple. Furniture, file cases, papers—everything movable— 
-were carted out and dumped in great piles. 

The IG Farben investigators started quickly, but by the 
time they arrived they found papers in a thin layer spread 
over several acres of the pleasant grounds; papers were ankle 
Jeep in the rooms, knee deep in the halls, waist deep on some 
of the stairways. 
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It proved easier to lay hands on most of the top leaders of 
IG Farben than to make sense out of their records. Many of 
them lived in Frankfurt; others had hurried there from 
Berlin to wait for the American occupation. For important 
German industrialists it was a period of anxious guessing. 
They had little doubt that it was healthiest to get out of the 
path of the westward marching Russian armies. But whom 
to go to, the British or the Americans? From whom, in other 
words, could they expect the easiest, therefore the best, treat- 
ment? For whatever their judgment was worth, the bulk of 
the IG executives decided to try it the American way. 

It looked to Start with as if they had made a bad mistake. 
The important officials were rounded up and jailed to await 
interrogation. Half a year later there was some doubt as to 
whether or not they really had made such a bad mistake in 
judgment. And after more than a year, the issue was still very 
much in doubt. With the occupation of Germany in its second 
year, IG Farben was still not finished. 

But at least the first months were trying for a group of 
men accustomed to ralher different treatment. Among those 
jailed and questioned were Geheimrat Hermann Schmitz, suc- 
cessor to Carl Bosch as president of the IG and one of the 
great powers in the business affairs of the world; Dr. Max 
Ilgner, director of the Finance Department in title, actüally 
one of the key organizers in IG and boss of the IG interna¬ 
tional spy ring; Dr. Georg von Schnitzler, IG’s top salesman 
and front man in international affairs; and many others, 
including most of the IQ directors. 

Gradually, out of interrogations and the painfully pieced 
together records the story of IG Farben began to take shape. 
Some of the directors were tough and arrogant; some began 
to talk. Specially hidden, confidential files of paper began 
to turn up. A few were buried in gardens back of homes of 
the directors. A few were found among empty bottles in the 
wine cellar of a country inn. 
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The Story as it emerged had none of the obvious horror of 
a Buchenwald, with its slaughter chambers and unburied 
heaps of corpses piled stinking on the ground when the coal 
supply ran out. The story of the IG was qpite clean. It was, 
in fact, a success story. The leaders of IG Farben were sharp 
but respectable businessmen who had piled up great wealth 
by building the engine which drove the Nazi war machine 
along the road to Buchenwald. 

Without IG Farben Hitler could never have gone to war. 

Chemistry was the business of IG, but chemistry today 
ranges into many fields. IG had forty-three main products. 
Of these, twenty-eight were of primary concern to the Wehr¬ 
macht. Above all, IG found the way to cut across Germany’s 
two biggest shortages, oil and rubber. IG produced all of 
Germany’s synthetic rubber. It also produced all of Ger¬ 
many’s lubricating oil and part of its synthetic gasoline. 

As a matter of course, IG Farben manufactured the greatest 
bulk of German explosives. It turned out ninety per cent of 
the plastics. And it also pioneered the way for Germany in 
the field of light metals, again flnding the short cuts across 
German shortage of raw material. 

But production was only an end-product in IG Farben’s 
design for war. Along with the rcst of Germany’s major Com¬ 
bines and cartels, IG Farben in the truest sense planned 
World War II. Long before the Nazi Party had left the lunatic 
fringe of society, the industrialists were making preparations 
for war, The record now shows that IG took a leading part 
in the preparations. 

For twelve years it was possible to argue over the reasons 
why Hitler was able to take power in Gernaany in 1933. The 
record is now clear on this point too. Hitler was pushed to , 
the top, vnthout support of a majority of the people, by a 
coalition of the heavy industry leaders and Junker militarists. 
IG Farben’s part in the Operation can now be told in the 
words of IG officials. 
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There is an English story dating from World War I. A 
field artillery piece was caplured from the Germans by tbe 
English and brought back as a monument to the men who 
died capturing it. The name of the maker of the gun had 
been left on the name-plate. It was Vickers, the British arms 
maker. 

Apparently that lesson from World War I was never 
learned. Britain and the United States fought in World War 
II against an enemy whom tliey had helped rearm. Even 
worse, they went to war with their own defenses neglected, 
as the result of arrangements made between their own 
big industrialists and the businessmen of the enemy. Here 
was IG Farben’s greatest success. More than any other Cor¬ 
poration IG sat at the center of a web of international cartel 
agreements. How cartel links, covering Europe and Stretching 
across the Atlantic to the United States and Latin America, 
became a framework within which a war took shape is also 
part of tbe record of the Investigation of IG Farben. 

Spies—and spy scares—are an established part of world 
politics today. IG served the Nazi State by developing a new 
System of spies. The Farben spies were good because they 
were invisible. They were invisible because they belonged 
and could rigHtfully operate in a respectable manner: they 
were businessmen who picked up and transmitted vital In¬ 
formation in the normal course of running their businesses. 
Other German concerns used the same device. IG Farben 
raised the technique to such a high point that its spy ring 
became a key weapon of both Army Intelligence and the 
Nazi Party, 

For all these and other Services, IG Farben was well paid. 
To each new country conquered by the Wehrmacht, IG sent 
representatives who started the work of salvage even as the 
battle was ending. From Norway to France, in Poland and 
Czechoslovakia, IG took over control of every Chemical plant 
of importance. The seized plants were immediately set to 
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Work producing for the Nazis to make them better able to 
conquer more countries in which more plants could be seized. 
Here, too, IG set a pattem which was followed by all the 
main banking and industrial concerns of Germany. 

IG was paid off by the Nazis. Its account with the United 
Nations is another matter. That debt cannot be settied until 
IG Farben is wiped out of existence. The first Allied military 
directives made it look as if the final settlement would be a 
quick one. But it did not work out that way. IG Farben was 
not immediately wiped out. From the Start there was a cöunter 
offensive aimed at keeping it alive. After more than a year of 
j)eace, the issue still hangs in the balance. 

Hitler had only one chance of winning the war while the 
fighting went on: a split between the Allies, Great Britain 
und the United States against the Soviet Union. He lost that 
chance because the Allies held together. Now again a split 
is the main chance for IG Farben and the rest of the big Ger¬ 
man Combines to stay alive. If IG Farben does live to build 
its strength again, it will be because it has been held out as 
a weapon for another war, a war the Nazis and their friends 
have never stopped wanting, the holy crusade against the East. 
Certainly if the issue were settied by plain war guilt, IG 
could not last a month. 

The lessons of IG Farben are worth study. Evidently the 
fear of war did not leave the world as soon as the fighting 
stopped in World War II. If finding out how a war was made 
in the past will help prevent another war in the future, then 
IG Farben is the best case-study at hand. IG is a particularly 
good case because here, perhaps for the first time in history» 
a great war-making Corporation was caught in the moment of 
defeat and all its workings were laid bare. Usually, the 
people who make a war are the ones who write about it. 

Out of the Story of how IG Farben developed comes the 
picture of the way in which a whole civilized nation gave it' 
seif over to fascism. 
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It is a sinister picture which comes too dose to home for 
comfort. Some of the Nazis could be pushed out of mind as 
lunatics. There was nothing crazy about the leaders of IG 
Farben. Before the war, few would have called them crim- 
inals. They had the support and co-operation of partners 
throughout the world. 

Above all, the story of IG Farben is the best Illustration at 
hand of how international cartels and monopolies are oper- 
ated to make war. 


y 


\ 



2 

The Birth of IG 


For the better pari of six thousand years of recorded his- 
tory, men built their material civilizations using the products 
of nature very much as they found them. They built with 
lumber and stone, wove cloth from cotton and wool. Even 
the metals—copper, bronze, iron-—which determined the 
character of whole cultures were transformed from ore hy 
quite simple methods. 

In the course of a few generations, beginning with the first 
half of the nineteenth Century, all this has been changed. 
Starting with ordinary coal it is possible to make perfumes 
and gasoline, dyes and synthetic rubber. The main ingredient 
of explosives can be drawn from the invisible air around us. 
Synthetic rubber can be made from petroleum and from 
alcohol as well as from coaL Using the same basic ingredients 
of coal, oil, air, and power, literally thousands of synthetic 
textiles and materials can be made. 

The revolution which had its beginning here is as sweep- 
ing in its effects as the Industrial Revolution which followed 
the use of steam power from coal. The effects on all manu* 
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facturing are beyond calculation. But even more, the.whole 
structure of politics and international diplomacy is changed. 
The kinds of power politics and high strategy which domi- 
nated international relations even up to World War II havc 
been changed radically. 

In World War I, it was possible for the coalition of powers 
headed by the British Empire to win hy use of the old prin- 
ciple of blockade: oil and rubber were essential for war; 
Germany had no natural supplies of either oil or rubber; 
it was possible to cut her off from the countries of supply 
from raw material starvation as from any other cause, 
by naval blockade. In the end Germany collapsed as much 

Allied strategy for World War II was essentially the same. 
But the German reaction was totally different. This time, to 
the very end of six years of struggle, the Germans did not 
seriously lack any important raw material. This time they 
made their own—their own gasoline, their own rubber, their 
own synthetic cloth. They had coal in plenty, and they used 
all the craft and arts of organic chemistry to transform it 
into the things they needed. 

The battle for Strategie supply areas goes on—demon- 
strated by trouble in the undeveloped sections of the world 
from Iran to Indonesia. But now it is pnly a desperate struggle 
for advantages; contröl of Strategie areas alone can no longer 
force a decision in major conflict. 

It was Germany which showed the rest of the world how 
to make critical raw materials out of a sandbox and a pile 
of coal. And it was IG Farben which led the way for Ger¬ 
many. IG changed chemistry from pure research and com- 
mercial pill-rolling into a mammoth industry affecting every 
phase of civilization. Above all, it was IG which turned the 
Science of new materials into the most powerful weapon of 
war. j 

The Story of the growth of IG is also the story of the de¬ 
velopment of organic chemistry. A very considerable part of 
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the development of chemistry must be credited to IG Farben, 
Certainly every new Step was turned by IG into both a source 
of rieh Profits and an addition to the military power of Ger- 
many. 

In the last part of the eighteenth Century, the foundations 
of all modern chemistry had been laid by such men as Lavoi* 
sier and Priestly and Gay-Lussac. These men, mainly French 
and English, turned chemistry from the mumbo-jumbo of the 
alchemists to a scientific examination of the materials of 
the earth. Hand in hand with the basic research went com* 
mercial developments required by the expanding Industrial 
Revolution. For example, by 1790 the Frenchman Leblanc 
had discovered a practical way to make carbonate of soda, 
the foundätion of the huge artificial alkali industry essential 
to textiles and other major Industries; and this discovery came 
scarcely ten years after Lavoisier had set the whole Science on 
its feet by giving a rational account of combustion. 

Although Frenchmen and Englishmen were the founders 
of Chemical Science as a whole, it was in Germany that the 
foundätion of organic chemistry was laid. Organic chemistry 
means nothing more than the chemistry of carbon and its 
Compounds. Carbon, the main ingredient of coal, and in fact 
of most things that are burnt for fuel, occurs in all things 
which live. Corresponding to the enormous profiision and com- 
plexity of living things, carbon appears in an almost infinite 
number of variations and combinations. Slight changes in the 
combination of materials which have essentially the same 
elements can make substances which are totally different in 
appearance and use. When investigators had the almost fool- 
hardy courage to try to build up the materials of nature in 
the laboratory, they found that they could not only make syn- 
thetic materials which were the same as the products of nature 
but that sometimes they could make hitherto unknown sub- 
stances which were improvements on nature. 

One of the first of the German pioneers in what became in- 
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dustrial chemistry was Justus von Liebig. Liebig was born 
in Darmstadt in Western Germany in 1803. His falber was a 
drysalter and dealer in colors who himself had done some 
experimenting with his products. The son had shown great 
interest in chemistry as a school boy. He went through all the 
Chemical texts he could find and at the age of fifteen was ap- 
prenticed for a year to an apothecary. It is said that Liebig 
lasted only a year as an apothecary’s apprentice, having made 
a nuisance of himself with experimental explosions in the 
apothecary’s back room. 

Liebig studied at the Universities of Bonn and Erlangen. 
These were old centers of learning, in the medieval tradition 
of classical scholarship, properly representative of a country 
still split into feudal principalities where businessmen had to 
scramble for a foothold in an otherwise sleepy community of 
feudal soldiers, handicraftmen, and poor peasantry. There was 
no chemistry for Liebig to learn in Germany. He had to go to 
France. Afterwards he complained that the wordy influence of 
the romantic philosopher Schelling had cost him lwo years of 
study. In Paris, Liebig found what he wanted. He was able 
to learn from such founders of chemistry as Gay-Lussac. 

In 1824, Liebig went back to Germany. He spent the rest of 
his life teaching other Germans to be chemists. 

The bulk of Liebig’s own work lay in the field of organic 
chemistry. Jointly with Woehler he published a famous paper 
on the analysis of oil of bitter almonds (benzaldehyde). It was 
Woehler who, in 1828, showed that urea could be made in the 
laboratory from evaporation of Solutions of ammonium cy- 
anate—^without benefit of animal kidneys. 

Liebig laid the basis for agricultural chemistry. He experi- 
mented with the chemistry of different foods and the many 
tion of German chemists. 

Chemical processes of life. But above all, he trained a genera- 

One of Liebig’s pupils, August Wilhelm von Hofmann, 
cut the beginning of the trail which led, through the making 
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of dyestuffs, to IG Farben. Hof mann, too, was a great teacher. 
He led bis students into the field of coal tar. It was the re- 
search led and inspired by Hofmann which bullt IG. 

Hofmann’s first important teaching job was in England, 
where in 1845 he became the first director of the Royal Col¬ 
lege of Chemistry. Hofmann went back to the German uni- 
versities in 1864, but not before one of his brightest young 
English proteges had touched off a small revolution in in¬ 
dustrial history. 

The young Englishman was William Henry Perkin. He 
was experimenting with a by-product of coal tar, aniline. He 
found that by treating aniline sulphate with bichromate of 
potash he could get a beautiful coloring material which he 
called mauve. The color material turned out to be a true dye: 
that is, it could be added to a textile and it would hold its 
color in spite of aging or washing or sunlight. For the first 
time, a synthetic dye had been discovered. The discovery was 
made in 1856; Perkin was only eighteen at the time. Within 
a generation there were literally hundreds of synthetic dyes, 
surpassing the old vegetable and mineral dyes in brilliance, 
variety, and cheapness. Within ten years the first small fac-' 
tories which later grew into IG Farben had been started in 
Germany. Perkin himself started a dye works but the in- 
dustry did not take hold in England. It flourished in Germany. 

In a true sense, the dye grew up at the cross-roads of the 
great textile and Steel Industries. Textiles had expanded 
hugely as the first direct result of the Industrial Revolution. 
With expansion of textile production came equal growth of 
the demand for dyes. At the same time, the growing iron 
industry made heavy demands on coal. Coal, in a nearly 
pure carbon form with the by-products driven off, was needed 
to reduce iron from its ores in the blast furnace. Coal tar 
was a left-over. It was, in fact, an unpleasant left-over, evil 
smelling and looking and hard to get rid of. The first efforts 
of chemists were simply to find ways of disposing of coal tar. 
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They found that it had to be, in effect, boiled off. They also 
learned tKat different parts of coal tar boiled off at different 
temperatures. And when the varieties of coal tar by-products 
were isolated it turned out that they would yield an almost 
infinite variety of further substances. It was Perkin’s dis- 
covery, based on the teaching of Liebig and Hofmann, which 
enabled coal tar research and the by-products of iron-making 
to be turned to the supplying of dyes for textiles. 

England made textiles and brought in dyestuffs from its 
empire all over the world: indigo boiled from the leaves of 
the indigo plant of the Far East, alizarin red from the madder 
root, scarlet dyes from cochineal and tin Solutions. With 
English ships filling all the world’s trade routes, there was 
no great need to make synthetic dyes. 

Germany had coal and no empire. And so German scien- 
tists exploited the opening made by Perkin. In 1869, Graebe 
arid Liebermann found a way to make an artificial alizarin 
from the coal tar product anthracene; Perkin received a 
patent for the same dye one day later than the Germans. In 
1878, Bayer made a synthetic form of the king of dyes, in¬ 
digo. Even a dye of the old Mediterranean world, preserved 
in the wrappings of Egyptian mummies—^Tyrian purple 
which had once been squeezed laboriously from the juice 
of mollusks—^was duplicated in the German laboratories. And 
the German synthetic dyes turned out to be better and cheaper 
than the products of natüre. 

Fifty years after Perkin’s revolutionary discovery of 
mauve, in July, 1906, Carl Duisberg spoke at a dinner in 
honor of Perkin. Duisberg was the leader of the IG, the great 
German dye cartel. He päid tribute to, Germany’s English 
benefactor and gave some of the reasons for Germany’s Chem¬ 
ical superiority over England. England had a wealth of other 
Industries, he said; Germany had specialized. Germans, he 
asserted, had a special talent for chemistry. But Duisberg 
failed to mention much of Ins story. He did not teil of the way 
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in which German cliemistry had Lorrowed the work done 
in other nations and protected its own with a special patent 
System set up in 1877. And above all he did not teil of the 
way in which Germany, a nation without colonies and there- 
fore without assured sources of raw materials, had turned to 
chemistry as a means of making raw materials. For Germany, 
synlhetics were the wealth of the Indies. 

At all stages of its history, IG Farben has paralleled the 
development of the whole German nation with striking close- 
ness. Its very beginnings, long before the super-cartel had 
even been thought of, occurred just as Germany itself was 
developing into a unified nation. In 1863 the Hoechst Chem¬ 
ical Works were started with a total stalF of five workers. And 
in 1865 the works at Ludwigshafen were started with a total 
of thirty employees. These tiny plants became the center of 
the entire empire of IG Farben. 

It will be remembered that it was also in the 1860’s that 
Bismarck took the major Step which culminated in 1870 with 
the formation of one German State. In 1866, just as the in- 
fant German chemical industry was beginning to grow, Bis¬ 
marck successfully led Prussia through the war with Haps- 
burg Austria making German unification under Prussian rule 
inevitable and paving the way for German leadership in Eur- 
ope. Thus in the space of the same few years there was a 
beginning of both the economic and the political powers 
which were to make Germany the leading force of world 
aggression in the first half of the twentieth Century. 

Before Bismarck there was no Germany. Yet by 1900 
Germany had climbed to parity with Great Britain in the 
World of power politics. Germany was ready to make a bid 
for colonial empire. Under Prussian leadership, the German 
Army was the strongest in the world. German steel-making 
capacity had overtaken that of Great Britain and Germany 
was ready to enter a race with England for naval supremacy 
as well. 



THE BIRTH OF IG 25 

Also by 1900, and in the same period of thirty or thirty- 
five years, the German Chemical industry had grown from 
nothing to unchallenged world dominance. The works at Lud- 
wigshafen, known as the Badische Anilin und Soda Fabrik, 
by 1875 had 885 workers and a capitalization of sixteen and 
a half million marks. By 1900 Ludwigshafen employed 6,700 
workers; by 1914 the stalF had grown to 11,000, and the 
Works covered five hundred acres and a mile and a half of 
river front where the Neckar meets the Rinne. 

The Hoechster Farbwerke kept pace. By 1880 it had grown 
to a point where it employed nearly 1,900 workers. By 1912 
it employed 7,700 workers, including 380 trained chemists 
and engineers. 

Needless to say, the expansion of the German chemical in¬ 
dustry was a highly profitable process. The Ludwigshafen 
Organization in both 1900 and 1910 declared dividends of 
about twenty-five per cent while Hoechst in 1910 declared a 
dividend of twenty-seven per cent. 

The key to the great expansion of the German chemical 
industry is seen in the numbers of technicians employed. At 
the turn of the Century, the six biggcst German chemical 
works employed more than six hundred and fifty trained 
chemists and engineers. At the same time, in the entire British 
coal tar dye industry no more than thirty or forty chemists 
were employed. 

The scientific chemical training inaugurated by Liebig and 
Hofmann had become an essential part of the whole chemical 
industry. The men trained in the best universities and re- 
search institutes automatically turned to the chemical works 
for Jobs, The practical work done by the factories became an 
extension of the work done in the laboratory. And the best 
men and the most advanced work of the industry were turned 
back to universities to enrich further the process of research. 

Research meant industrial progress. But research also led 
to strife within the German chemical industry. The products 
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of research werc valuable trade secrets, well wortli pirating. 
Protection from foreign competitors was given by tlie setting 
up of ihe German patent System in 1877. In fact, the German 
produccrs were able to use their patent System to squeeze 
secrets out of foreigners who were rash enough to apply for 
Patents in Berlin. But their own internal strife was a more 
serious business. 

In an effort to eliminate throat-cutting, a “Society for the 
Protection of the Interests of the Chemical Industry of Ger- 
many” was created in 1884. The Society wrote a report to 
the Imperial Government, setting forth in detail the kinds of 
industrial espionage then common. Workers were sent into 
plants under inslructions from competitors to pick up secrets. 
There was widespread bribery and corruption in the sale of 
industrial secrets. Even Professional men, engineers and 
chemists, sold their insiders’ knowledge. The Society con- 
cluded that “v . . the only solution lies in statutory regula- 
tion, and in particular, through the extension of provisions 
for punishment.’* 

Some anti-espionage regulations were in fact passed though 
the industry soon enough took steps to set its own house in 
Order. And the experience gained in prying out other people’s 
secrets proved useful in two world wars. 

The answer to internal competition, and the way to greatcr 
concentration of control, was of course the building of cartels. 
The great apostle of cartels in the chemical field was Dr. Carl 
Duisherg. 

Duisberg was a short, square-built German, full of energy 
and plans for organization, given to long and pompous 
Speeches. He was the German combination of business oper- 
ator and trained research man; his list of honorary degrees 
filled a substantial paragraph. As head of one of the biggest 
Chemical cbncerns, the Elberfelder works at Leverkusen, he 
took the lead in setting up the cartel. 

In part, cartelization in Chemicals followed the usual pat- 
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tern: to riiaintain prices under the coraplete control of a small 
top group; to eliminate competition and gain the security o£ 
blocked-off markets; to concentrate control and make some 
gains in efHciency through larger scale production. But Duls¬ 
berg was aiming higher. German Steel had caught up with 
English Steel production, a notable achievement. German 
chemistry had done much more; it had outstripped the world. 
Dulsberg wanled nothing less than the consolidation of a 
world empire in Chemicals. 

In the years around 1900 Duisberg made many speeches 
and wrote many reports for the Imperial Government, strongly 
urging cartelization. In one Statement, in 1902, he said that 
if the proper cartel were organized: 

. . the now existing domination of the German chemical 
industry, especially the dye industry, over the rest of the 
world would then, in my dpinion, be assured.” 

The first major step was taken in 1904. Six major Com¬ 
panies had emerged to dominate the whole field of Chemicals 
in Germany. These were now organized into two major rings 
or cartels. One cohsisted of the great Ludwigshafen plant, 
Badische Anilin und Soda Fabrik; Duisberg’s own concern, 
the Bayer Company of Leverkusen, and the AGFA Company 
of Berlin. In the United States today some aspirin tablets 
and Photographie supplies still bear the names of Bayer 
and Agfa. < 

The second big ring centered in the Hoechst works, on the 
outskirts of Frankfurt-on-the-Main, and included the firm of 
Leopold Cassella & Company, with Kalle & Company of 
Biebrich swinging into the same System. 

In both cartels, the main terms of agreement were similar. 
A quota System was set up. Profits were pooled and divided 
according to an agreed formula. 

It was at this time that the term “IG” came into common 
use to describe the German dye cartel. As has been stated, 
IG stood for Interessen Gemeinschaft which means “Com- 
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munity of Interests”-—one way of describing a cartel. There 
were, certainly, other major cartels in Germany at the time. 
But the dye trust had achieved world domination in its field. 
It was the most advanced specimen of cartel organization. It 
could Claim for itself the simple designation of “IG,” mean- 
ing “THE Cartel.” Even after the separate firms making up 
the dye and chemical cartel were organized into a single 
Company in December, 1925, the term “IG” was retained in 
the new monopoly: IG Farbenindustrie, Inc. 

Dyestuffs had built the IG. The dye trade was then, and 
remains, the main line of production and riebest source of 
profit. But IG was rapidly widening its scope. The hundreds 
of research chemists financed by IG were ceaselessly engaged 
in manipulations of countless derivatives of coal tar. Other 
sources of organic compounds were tried. It was a tireless 
process of burrowing along the trail of chemical combina- 
tions. Everything was tried, everything recorded, nothing 
forgotten. 

IG took the lead in the development of photographic ma* 
terials. The IG scientists developed a rieh new line of drugs 
and pharmaceuticals. IG went into the production of heavy 
industrial Chemicals. In the elfort to find new synthetics as 
Substitutes for rubber, oil, and Chilean nitrates, IG started 
extensive experiments in the handling of Chemicals under 
high pressures and temperatures. Even then, ten years before 
the outbreak of World War I, the plants of IG were busily 
engaged with what would become major production problems 
of the great war. 

The Work in pharmaceuticals sponsored by IG was surely 
of much benefit to the health of mankind. Yet this is the very 
field which makes most clear the way in which the operations 
of the cartel work against the interests of people—in this case 
sick people—all over the world. 

As in all fast developing fields, trade secrets are of the 
greatest importance in the chemical industry. The care with 
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which IG guardecl its discoveries is duplicated in all coun¬ 
tries. For example, Williams Haynes, in dcscribing early 
American research in practical forms of rubber, wrote about 
a pair of American investigators: 

“All these proceedings were deeply secret. No other ehern- 
ist liad been allowed within smelling distance of the labora- 
tory. . . Like a couple of schoolgirls talking hog Latin, Marks 
and Oenslager gabbled glibly in chemical formulas, coining 
fancy names for their new-found accelerators. . . They pur- 
chased laboratory reagents in distant cities. . . When they 
came to buy regulär supplies of chemical raw materials, they 
went through all the furtive maneouvers of a leading citizen 
in a dry State ordering a case of Scotch. They spared no pains 
to conceal the source and disguise the contents of shipments 
of raw materials.” 

Secrecy may be pari of the normal conduct of business. 
But medicine is supposed to rise above the normal conduct 
of business. Germany was the center of the advance of bac- 
teriology and the discovery of eures for disease, in the late 
nineteenth and early twentieth centuries. And a great part of 
the Work done by the most iilustrious German scientists was 
hidden in the laboratories of IG and used by IG first as a 
source of rieh profit and secondly as a weapon in war. 

Take the case of Paul Ehrlich. Ehrlich was the perfect 
example of the laboratory man, not concerned with business, 
endlessly on the trail of the eure of diseases. He was the 
discoverer of salvarsan, the 606th compound after a series of 
six hundred and five failures. Salvarsan, of course, was the 
eure for Syphilis—what Paul de Kruif called “the magic 
bullet,” first specific drug which knocked out a germ without 
injury to the human body. 

But Ehrlich worked in a laboratory near Frankfurt, pro- 
vided for him by IG. The IG patiently waited and continued 
to Support him through the long series of unsuccessful experi- 
ments. Because when salvarsan was finally found, IG had a 
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complete monopoly on its production, the price on the nearly- 
magic drug was high. But even more important, when World 
War I hegan, all supplies of salvarsan were cut ofF from Great 
Britain and the United States. Treatment of syphilis was 
made more difficult. Other crucial drugs were also cut off. 
Anesthetics were a German monopoly too. Surgery in the 
United States and Britain was seriously hampered. 

The ciittipg off of deliveries from the German drug mo¬ 
nopoly was not just an accidental by-product of the Blockade. 
It had been counted on hy the leaders of IG as a weapon in 
war. Here was the true beginning of bacteriological warfare. 

After World War I, IG made another major attempt to 
use a healing drug for political ends. Large parts of Africa 
were almost uninhabitable hecause of the dread disease— 
sleeping sickness—borne by the tsetse fly. IG developed 
what appeared'to be a eure for sleeping sickness; it was 
called Bayer 205 or Germanin. Armed with Bayer 205, they 
approached the British, through medical channels. They made 
a fantastic proposal. Give us back African colonies, they 
said, and we will give you Bayer 205. The proposal feil 
through because: a) the British would not have it; b) the great 
French chemist Fourneau was able to duplicate the German 
Synthesis; and c) the drug was not a complete success any- 
way. 

Then there is the case of the sulfa drugs. Sulfanilamide 
and its related drugs rank with the greatest life-savers ever 
discovered. Thousands upon thousands of lives are now saved 
^ each year by the use of sulfa drugs. Yet it is highly probable 
that the use of sulfanilamide was delayed many years be¬ 
cause it was held—and concea/ed—in the laboratories of IG. 

In 1908 a Student in Vienna named Paul Gelmo wrote his 
thesis on a new coal tar derivative called para-aminobenzine 
sulfonomide; this is what we call sulfanilamide. At that time, 
the men of the IG Bayer laboratories, under Dr. Heinrich 
Hoerlein, were doggedly and systematically trying out every 
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(new compound both as dyes and as drugs or germ-killers. 
Anything might be useful; therefore they tried everylbing. 
It is reasonably certain that they tried out Paul Gelmo’s 
Chemical. It is all the more certain inasmuch as a year later, 
in 1909, Dr. Hoerlein obtained a patent on a brick-red dye, 
first of a series of new sulfonomide dyes. Bear in mind that 
the Bayer men customarily tried out new compounds both 
as dyes and as drugs. The trail nioved even closer to public 
knowledge of the use of sulfa drugs when in 1913 a German 
named Eisenberg reported that chrysoidine, a brown dye 
closely related to sulfanilamide, destroyed certain bacteria. 
But at this point.a sudden and inexplicable silence settled 
over the German laboratories. 

In 1919 two Rockefeller Institute scientists in the United 
States, Drs. Heidelberger and Jacobs, made some independent 
progress on the trail of the sulfa drugs, but nothing was 
heard from Germany. Not until 1932 was the next Step taken. 
In that year two IG men, Drs. Mietzsch and Klarer, took out 
a patent for IG on an orange-red dye which was a derivative 
of sulfanilamide. It.was called a dye, it looked like just a 
dye, but, significantly, in America it was assigned to IG’s 
drug outlet, the Winthrop Chemical Company. IG called the 
new drug-dye Streptozon and later Prontosil, and in 1933 a 
Dr. Foerster of Duesseldorf reported that with it he had 
cured a child of blood poisoning. 

Now the pace of development quickened. A top IG scientist, 
Dr. Gerhard Domagk, was put in charge of Prontosil re- 
search. In February, 1935, he published a paper on the eure 
of disease with Chemicals. 

Great interest was stimulated in the new dyes which could 
be used as drugs. The French bacteriologist Levadidi asked 
for a sample of Prontosil for analysis. His request was re- 
fused; IG was still making a bid for a monopoly on the most 
powerful disease killers ever found. Levadidi went with his 
problem to Fourneau, the same man who had duplicated Bayer 
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205. Again Fourneau succeeded. He discovered that it was 
not Prontosil, the newly patenled drug, which did the work, 
but actually its main constituent. This main constituent was 
nothing other than sulfanilamide, described by the Viennese 
Student Gelmo as far back as 1908 and therefore public 
property by this time. 

IG had been holding back from the public of the whole 
worid a great life-saver—because it wanted a product which 
it oould patent and hold exclusively. Now the game was up. 
By 1936 the sulfa drugs were worid property in spite of the 
best elForts of IG. But it is difficult, and painful, to try to 
estimate the number of lives which might have been saved 
if sulfanilamide had not been buried in the laboratories of 
a vast monopoly which had been trying to pick its own most 
profitable time for granting new medicines to the public. 

I 

With World War I IG came of age. 

It was in the middle of the war, in 1916, that the last 
Step was taken to realize Duisberg’s dream of one big cartel 
for all of German chemislry. Soon after the two rings had 
been formed in 1904, links were established between them. 
Sharp competition was avoided. For example, synthetic in- 
digo had just gone into large scale production and was an 
cspecially profitable dye. The two cartels formed a market- 
ing agreement in indigo. Under pressure of war production, 
the last obstacles were removed and the six big chemical 
concerns were organized into a single IG. Shortly afterwards, 
two smaller Companies, Griesheim-Elektron and Farbwerk 
Muehlheim, were brought in, making the circle complete. The 
last remaining step, to merge the Companies of the cartel 
into one single Corporation, would not be taken until 1925. 

More important, it was World War I which demonstrated 
IG s tremendous power as a war-maker and its great share 
in the direction of Germany. Chemistry as a whole came of 
age during the war. As Woodrow Wilson said, in 1919: 
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“The dose relation between the manufacture of dyestulTs 
on the one hand and of explosives on the other, moreover, 
has given the industry an exceptional significance . . . Ger¬ 
man Chemical industry, with which we will be brought into 
competition, was and may well be again a thoroughly knit 
monopoly, capable of exercising a competition of a peculiarly 
insidious and dangerous kind.” 

In a somewhat smaller way, all the things which made IG 
Farben the strongest prop of the Nazi State could be seen 
in Operation during World War 1. From the beginning, the 
IG scientists were well aware of the significance of their re- 
search for war purposes. As early as 1884, Victor Meyer 
described the skin-blistering effects of mustard gas. In 1887, 
Professor Baeyer gave lectures to the students of the Univer- 
sity of Munich in which he referred to the military value of 
lachrymators—tear gas. 

By the Hague Convention before World War I,,gas war- 
fare was supposedly outlawed. The IG prepared for a gas 
war anyway. 

The first gas attack of the war. was delivered in April, 
1915, at Ypres. The tactical surprise achieved was complete. 
No other single blow came closer to breaking through the 
stalemate of trench warfare. It is even possible that if gas 
had been used less tentatively by the German High Command 
a quick victory could have been won. At the least, the Ger¬ 
mans could have reached the channel ports. According to 
Major Victor Lefebure, a cbemical liaison officer in the 
British Army during World War I, the German generals had 
to be prodded into gas warfare by the IG: 

“The first hammer blow in the enemy chemical campaign 
was a two-party conspiracy, led by world-famous scientists 
and the powerful IG with the German army unconvinced 
but expectant, little more than a willing dupe.” 

IG’s pari in the development öf chemical warfare was so 
great that the German Army was never forced to set up a 
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special chemical warfare Service, as had to be done in all the 
Allied armies. IG took care of the whole gruesome Business. 
The gases themselves were produced al the Hoechst, Agfa, 
and Leverkusen plants of IG. The preliminary research was 
done in the most respectable surroundings, as for example in 
the Kaiser Wilhelm Institute under the personal guidance of 
the Nobel Prize-winning chemist Haber, dose associate of 
the top leadership of the IG. For the proper training of army 
personnel a gas school was set up at Leverkusen. 

Gas was merely one specific weapon. The work of IG cut 
across the whole field of war production. In his memoirs 
General Ludendorff mentions asking the key leaders of 
industry, the men most responsible for production, to “join 
his train” in 1916. The two whom he invited were Krupp von 
Bohlen und Haibach, the Steel magnate, and Carl Duisberg. 

The whole field of explosives became IG Business. With- 
out the IG the German Army could hardly have fired a round. 
Even more important, and again a direct foreshadowing of 
IG’s role in World War 11, the miracle-workers of the IG 
laboratories were called on to find substitutes for scarce 
raw materials. 

IG’s two major assignments were to find synthetics which 
would take the place of rubber and Chilean nitrates. All 
European nations, of course, must import rubber. With 
German ports tightly shut by the British Blockade, the rubber 
shortage in Germany became severe. The submarine Deutsch¬ 
land ran the Blockade to America before the United States 
entered the war; it took home a cargo consisting in greai 
pari of rubber. In spite of all measures, however, German 
‘ trucks at the end of World War I were running without tires. 

Duisberg himself wrote in 1918: 

“Of all the imported raw materials essential for war, we 
lacked rubber the most during the war.” He described the 
extreme difiiculties involved in finding a good synthetic rubber 
and then summarized the partial success achieved: . . We 
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are now in the position of producing 2000 tons annually, 
one-eighth of our peacetime requirements. . . The future will 
show whether we will bö able . . . to compete with cheap 
natural rubber.” 

What the future did show was that Duisberg’s IG, in an- 
other, larger-scale and far more mechanized war in which 
rubber had become an absolute essential, was able to keep 
the Wehrmacht entirely rubber-shod for the whole six years 
of the war. 

Synthetic rubber was only a partial success in World War 
I. Nitrogen fixation, however, was an overwhelming success. 
Without it Germany might have collapsed not in four years 
but perhaps in one. Without nitrates there were no explosives. 
By far the greatest source of nitrates for the world was the 
natural deposits in Chile, A short cut was found by Fritz 
Haber, who devised a method for literally snatching nitro- 
gen from the air around us. The Haber method was put into 
large-scale Operation by the IG. 

Again Carl Duisberg reports the success of the IG. Experi- 
' ments to make explosives from the Haber process ammoniac, 
he said, . . were developed at the insistence of the explo¬ 
sives manufacturer Duttenhofer, who died in 1903, and who 
perceived as early as the turn of the Century the danger in 
a Corning war that Germany could be cut off from the Chilean 
nitrate supply, and thus from the most important material 
for the manufacture of munitions. The Badische ammoniac 
factory in Oppau was ready for production in 1914. . 

Thus, even before 1914, IG was already being assigned the 
role of the Organization whose Business it was to see to it that 
Germany was ready to fight world wars. 

Also at this early date, IG was developing its own special 
kind of war without guns—economic warfare. 

Although it had never been difficult to see, World War I 
made painfully clear that a strong chemical industry was a 
weapon of war. Yet both England and the United States en- 
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tered World War I while chemical monopoly was still in 
German hands. The weakness of the British and American 
. Chemical Industries was in large part the work of IG. This 
was highly profitable work for IG, but it was also political 
work. 

As far back as the 1880’s the aggressiveness of the German 
chemical industry was throwing its weight into the inter¬ 
national political balance. The German dye makers had run 
British producers into the ground by a double-barreled use of 
Patents. English patents filed in Germany were simply pirated 
by the Germans in collusion with their own Patent Office. 
On the other hand, German patents were hot only honored 
in England, but the German producers, by refusing to issue 
licenses to the British, forced them to depend on importation 
of the German products. In short-range and purely economic 
terms, little harm was done to British industry—except to 
the hopeful makers of dyes. The textile industry was the 
great consumer of dyestuffs, and textiles completely over- 
shadowed the chemical industry in importance; the textile 
manufacturers were interested simply in a reasonably cheap 
supply of dyes from any sources. 

But the political implications were more important. In 
1883 Joseph Chamberlain—father of Neville Chamberlain, 
himself the Champion of an aggressive trade policy—pointed 
out that the policy pf the German chemical industry was 
actually part of an economic altack which, if carried further, 
could ruin the basic industries of a nation. He declared that— . 

. . under the present law it would have been possible, 
for instance, for the German inventor of the hot blast furnace, 
if he had chosen to refuse a license in England, to have de- 
stroyed almost the whole iron industry of this country and 
to carry the business bodily over to Germany. Although that 
did not happen in the case of the hot blast industry, it had 
actually happened in the manufacture of artificial colors 
connected with coal products, . 
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The budding American chemical industry was also blighted 
by the Germans in the years preceding World War I. One 
weapon used was price cutting. Over a period of ten years, 
from 1903 to 1913, the German producers sold salicylic 
acid, for example, for twenty-five per cent less in the United 
States than they did at home in Germany. The same was true 
of bromine, oxalic acid, aniline, and other products. A similar 
device used was “full-line forcing.” That is, to obtain a par- 
ticularly desirable product made by German firras, American 
dealers had to buy the full line of their products. American 
producers were thus frozen out. 

Wlien World War I began, it became apparent that the 
foreign agencies of IG could be used as the makings of a spy 
Service. Following American entry into the war, the Alien 
Property Custodian seized the German firms and discovered 
that they had been sending back to Berlin detailed reports 
on practically every aspect of American business concerns. 
They had also used their* American foothold to spread Ger¬ 
man Propaganda. In both respects the IG was starting on a 
coiirse which came to its zenith twenty years later. 

At the dose of World War I, IG had not reached its full 
strength and power, but it was already a major source of 
aggression. The British chemical liaison officer, Victor Lefe- 
bure, in his book, The Riddle of the Rhine, wrote: 

“Here we have an Organization, the IG, whose sinister pre- 
war ramificätions dominated the world by their hold on the 
supply of organic Chemicals vital for peace and war. This 
Organization functioned, in a sense, as the life blood of 
German offensive warfare. German sources teil us very little 
of the war activities and future significance of the IG. A veil 
of secrecy seems to be cast over the whole matter, but behind 
this veil must exist an acute realization of the value of the 
IG as a trump card for the future.” 

The facts could plainly enough be seen. But there were 
few to see them. 
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After November, 1918, the war was lost, the troops went 
home—and in the factories and Workshops and laboratories 
of Germany another war was started. 

The war had been lost, but IG and the Steel mills of tlie 
Ruhr and all the rest of German industry remained. Under 
the economic leadership of Walther Rathenau much had been 
learned during World War 1. It took six years, through the 
period of the Stinnes bubble and the Inflation, to test and 
prove that knowledge. And then Germany, with its cartels 
and monopolies in the lead, was ready to Start again with 
another bid for world power, 

German indus^rialists had been trained in a hard school. 
They had started late. They had had to push and scramble 
for every foothold in world markets. And their resources were 
meager. They could not build in peace and quiet, protected 
by'broad oceans with an undeveloped continent to draw on, 
as was the case in America. 

As long as the expanding force of business drives ahead 
faster than markets can open up, the Germans will be eco- 
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nomic aggressors because they, have most to gain from change. 
And economic aggression will break out periodically into 
war. 

What German businessmen do, businessmen of all nations 
do as well. But the Germans do it harder. This is true of cartel 
building, industrial espionage, and sliarp trading, the influ- 
ence of Big Business in government and the conscious use of 
war to gain economic ends. The picture of IG Farben and the 
rest of German industry is riot just a picture pf Germany. 

It is a picture of Big Business as a whole, but Big Business 
operating under extreme tension where the ordinary lines of 
trade do not offer enough hope of profit and growth. 

The military and industrial leaders of Germany came out 
of one World war entirely prepared to Start ihiiiking about 
another. They had reason to believe that they had made a 
good showing on the first try. They thought they knew where 
they had gone wrong, and they were ready to correct their 
mistakes. 

The military men concentrated on the problems of the prop¬ 
er techniques to force a quick decision, to avoid two front 
fighting, to develop break-throughs and encirclement, and they 
eventually came out with the blueprint for Blitzkrieg. For 
the businessmen two problems were more important than 
anything eise. First of all there was the matter of self- 
sufiiciency. Germany had cracked up for lack of critical raw 
materials. It became above all the job of IG Farben to make 
Germany self-sufficient; it was the old question of chemistry ' 
instead of colonies. Secondly, there had to be still greater 
consolidation and tighter control over the whole economy. 
Germany had led the world in cartel building before World 
War I. In the course of the war, it had achieved even more 
concentration. The lessons learned here were carried forward; 
they led in only fifteen years to fascism. 

The war-time co-ordinator of the German economy had 
been Walther Rathenau. Rathenau was one of the more re- 
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markable figures of Gcrmany during World War I. The son 
of the founder of the giant electric concern A.E.G. (the Ger¬ 
man General Electric Company), he himself became the 
chairman of the electric trust. As a second generation indus¬ 
trialist, Rathenau had some of the rough edges knocked off, 
was more given to philosophic speculation on the future of 
Business than to pushing from scratch for a place in the sun. 

When Rathenau was first put in charge of the German war 
economy, he ran head on into Opposition from the established 
German hureaucracy. He was cubby-holed in one small office 
in the War Office. By the end of the war his Organization 
covered whole blocks of buildings. 

Rathenau tackled one industry at a time. He started with 
iron and Steel, moved to metals as a whole, then to Chemicals, 
and then to leather and rubber. For each industry a complete 
cartel was created. In the case of Steel this was relatively 
easy; the major producers were already in cartels and the 
Outsiders could bc forced in. In Chemicals it was even easier. 
As we have seen beforc, the chemical industry was well able 
to take care of its own consolidation and in 1916 the com¬ 
plete IG was formed. In fact, Rathenau was able to draw 
some of his leading assistants from the IG. One of his chief 
aides in charge of organizational matters was Hermann 
Schmitz, one of the coming men of the IG. Ultimately Schmitz 
succeeded Carl Duisberg as president of IG Farben and was 
still the number one man in IG at the end of World War II. 

Where an industry had not been cartelized and the individual 
producers were still inclined to go their own ways, Rathenau 
forced them to organize. Supplies of raw materials were 
rigidly controlled, prices were fixed, and production quotas 
established. 

To get the maximum output, Rathenau started designating 
particular plants for special jobs which had to be done. This 
led to inspection of books, the breaking down of secrecy, and 
the handling of whole sections of industry as a unit regardless 
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of plant lines, thereby paving tlie way for even further car- 
telization after the war. 

Rathenau himself was convinced ihat Germany would 
never again move away from the war System he had helped 
to shape. And while he had some notions about inheritance 
laws and speculators which his associates thought peculiar, 
he was a “sound” businessman. In spite of the tight centrali- 
zation of the German war economy, business was still in the 
hands of businessmen. Rathenau’s chief assistants were 
industrial leaders like Hermann Schmitz of the dye trust 
rather than civil servants or army officers. However, the old- 
fashioned kind of competition was out. Rathenau wrote 
shortly after World War I: 

^*We are confrontcd by significant upheavals in economic 
structure and thought. The war, which since in its nature was 
political, was an event of world revolutionary character, 
[which] shaltered the economic and social order of Eur- 
ope. . . From the ruins will arise neither a Communist State 
nor a System allowing free play to the economic forces. In 
enterprise the individual will not be given greater latitude; 
on the other hand, individualistic activity will be consciously 
accorded a part in an economic structure working for Society 
as a whole. . .” 

What Rathenau is talking about, under a light mist of 
verbiage, is a completely cartelized State. Given further de¬ 
velopment with a strong dose of police brutality and creation 
of a phony “race Science,” it is a Nazi State. 

Shrewd business leaders in later years praised Rathenau 
for his foresight. But he himself did not live to observe the 
oiitcome of his predictions. He was courageous, or rash, 
enough to take responsible posts in the new Weimar Republic. 
He was first Minister for Reconstruction and then Foreign 
Minister. As such he became a target for the terrorist gangs 
of free-booters, fore-runners of Hitler’s Storm Troops, who 
roamed Germany after World War I, and he was assassinated. 
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Further consoliclation of German industry was on the 
way. Out of the dislocation of a world war, large ideas were 
emerging. Perhaps the largest ideas, and the ones which 
came nearest to irnmediate fulfillment, were those dreamed 
up by a swashbuckling industrial pirate named Hugo Stinnes. 
The later growth of IG Farben was strongly marked by the 
course which Stinnes set. 

Stinnes in his lifetime did well enough in Germany. But 
he would probably have enjoyed himself more in the America 
of the late ninetcenth Century. He was the ideal man to spec- 
ulate in the building of railroads to span an entire continent. 
He would have appreciated Jay Gould’s attempt to get a 
corncr on the whole gold market. Stinnes himself aimed at 
nothing less than getting a corner on the whole of Germany. 

' Hugo Stinnes was possessed of tremendous energy and ap- 
parently unlimited ambition. His family had been prom¬ 
inent in the coal industry of the Ruhr for several generations. 
Stinnes started on the road to expansion in the 1890^s by 
buying a group of coal mines. Next he formed the German- 
Luxembourg Mining and Smelting Company, starting with 
a dozen coal and iron mines, a few smelters and furnaces, 
and a Capital of one million marks. Within ten years the new 
Stinnes Company had run its Capital up to seventy-five million 
marks and controlled a chain of mines and Steel works 
throughout the Rhineland and Westphalia. 

Stinnes’ second big undertaking, and again it was started 
before 1900 and before Stinnes himself was thirty years old, 
was the Rhenish-Westphalian Electric Works. This concern 
furnished gas, electricity, and water fbr twenty-five Ruhr 
communities. Stinnes bought up municipal officials with gifts 
of stock and directorships and soon controlled the bulk of 
the Street car and narrow gauge railroads in the Ruhr. At 
the same time he cxpanded his family’s fleet of Rhine river 
barges into the greatest on the Rhine, the Elbe, and the Oder. 

Düring the war years Stinnes emerged as an international 
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figure. He became one of the leaders in Rathenau’s Raw Ma¬ 
terial Bureau in Berlin and a closc personal adviser to Lu¬ 
dendorff. A generation in advance of bis times, Stinnes set 
the pattem for Hitler’s Handling of the economies of con- 
quered nations. He directed the taking over of mining and 
Steel making in occupied portions of France and Belgium; 
he directed removal of machinery, and he was responsible 
for sending thousands of workers from the occupied territory 
to Work in German industry. Stinnes never lost his taste for 
annexation. To the last, he looked upon the coal and iron 
industries of Belgium and France as his own territory and 
made at least three attempts after the war to organize Com¬ 
panies which would have swallowed up the formerly occupied 
properties. He would have thoroughly appreciated the skill 
with which IG Farben picked up foreign loot during World 
War IL 

With the end of World War I, Stinnes’ acquisitions in- 
creased to a point where they could hardly be counted. It 
was estimated that his empire finally included more than 
fifteen hundred different firms, with the number of workers 
who were under his ultimate control approaching a million. 
Nothihg was too far afield, too big or too small, for Stinnes’ 
appetite. He swallowed up Hotels and restaurants, news- 
papers, lumber mills and forests, steamship lines and ship- 
yards. His interests spread to Austria, Sweden, Denmark, 
Italy, Spain, Brazil, and finally the Dutch East Indies. 

ln the fall of 1921 Stinnes was able to put together what 
was even for him the trust to end all trusts. It was called 
the Siemens-Rheinelbe-Schuchert Union. He had already 
engineered a merger of major coal and iron concerns to make 
the Rheinelbe Union. Sicmens-Schuchert represented the only 
considerable rival of the German General Electric Company, 
the A.E.G., in the electric field. Siemens-Schuchert was a great 
horizontal trust; that is, it included many firms in the same 
field. But it was weak in that it did not control its own supplies 
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of fuel and raw materials. Stinnes brought about tbe merger 
of Siemens-Schuchert and Rheinelbe. He then controlled a 
trust which was both horizontal and vertical, on a scale far 
beyond anything ever before seen in Gerniany, an absolutely 
self-sufficient empire—a worthy forerunner of IG. 

Stinnes was more than an awe-inspiring spectacle for other 
German industrial operators. His melhods had a lasting in- 
fluenee. And bccause he operated in great haste and there- 
fore with little conccalment, his mcthods are easy to see. 

It is no secret that Big Business is deep in politics the 
world over. Stinnes saw the need for political control to pro- 
tect his economic empire and jumped into politics with both 
feet. He ran for, and was elccted to, the Reichstag. Much 
more important, he made a systematic bid for control of public 
opinion. He started buying up newspapers so fast that it is 
even possible that at one time he controlled most of the Ger¬ 
man press. To fortify the position of his papers he bought 
into lumber mills, paper-pulp works, and printing houses. 

Sctting a coursc followed by IG Farben and all of German 
Big Business, Stinnes threw the Support of his papers behind 
monarchist and ultra-nationalist groups. In the Berlin mu- 
nicipal elections of 1921, for example, the Stinnes press was 
crcdited with having caused the Socialists and Democrats to 
lose 100,000 votes to the Right Wing parties. 

In his elfect on German forcign policy Stinnes also paved 
the way for a whole generalion of German business—includ- 
ing above all IG Farben. Toward the end of World War I, 
Stinnes is credited with having been one of the high ranking 
advisers who held out longest against seeking, peace in any 
form. To the end he hoped for permanent annexation of the 
Belgian coal and iron industries. After the war he had agents 
in all the Central European countries and owned newspapers 
in Prague, Budapest, and Vienna; the object, of course, was 
aggressive support of German influence and German trade. 

Stinnes died in 1924. Within a year his empire was being 
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parceled out by a receivership set up by Hjalmar Schacht 
as head of the Reichsbank. The Stinnes empire turned out 
to have been the Stinnes bubble. 

In very general terms, it may be said (without explaining 
anything) that Stinnes’ holdings broke up after his death 
because they were too unwieldy and too dispersed for his 
sons to handle. Or it could be said that the fatal weakness 
was lack of working capital, so that the collapse followed 
refusal of credit to Stinnes’ sons by the big German banks 
late in 1924. Actually, neither the rise nor the fall of Hugo 
Stinnes makes sense except in relation to the German Infla¬ 
tion. It was the inflation which made possible the growth of 
Stinnes from merely another big-time juggler of industrial 
fortunes into a colossus. Equally, it was the inflation as much 
as the example of Stinnes which* made possible the final 
consolidations of IG Farben and the other German monop- 
olies in preparation for the all-out assault against the rest 
of the World. 

The inflation in Germany after the first war was one of 
the Strange economic phenomena of our times. It caused as 
much misery for the German people as the war itself. It 
provided economists with a field for dozens of books of ex- 
planation. And it dealt a fatal blow to small business and 
the German middle classes, leaving the great trusts with a 
clear field. Hitler, with his appeal to a dislocated middle 
dass—^his invention of a crazy mixture of scape-goats, 
demagogic attacks on big capitalism, and bitter fighting with 
the working dass parties on the streets as well as in the beer 
halls—was probably more a product of the inflation than, 
directly, of World War I itself. 

In a formal sense the inflation started with the very begin- 
ning of the war. On July 31, 1914, the Reichsbank suspended 
conversion of notes to gold. Before August was over, the 
volume of notes in circulation had jumped two billion marks, 
Before the inflation was over, nine years later, there were 
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ninetydhree trillion paper marks in circulation. This is the 
kind of figure which the mind cannot properly grasp, like 
calculations connected with atomic power. It may reveal more 
to say that by the beginhing of 1923, the U. S. dollar was 
quoted at sixty thousand German marks. Before the inflation, 
a worker raight have spent a year earning from fifteen hun¬ 
dred to two thousand marks: this was now worth perhaps 
three cents in American rnoney, not even enough for a pack- 
age of chewing gum. A man with an income of twenty thou¬ 
sand marks had been accounted prosperous: this whole year’s 
income was now worth thirty or thirty-five cents, or just about 
enough for two packs of cigarettes. 

People literally did not know if a week’s work would buy 
food for one meal. Housewives went to market carrying cur¬ 
rency in baskets. Fixed incomes of the middle classes were 
wiped out. Moncy had become a loathsome, cancerous thing, 
in growing heaps with less and less value. More than twenty 
years later, when American troops went through Germany 
in the closing days of World War II, they found Stacks of 
the old inflation currency still preserved as mementos of a 
bitter period. Some Americans looked at million mark notes 
and thought they had found the secret currency reserves of 
the Nazi State. 

The inflation meant the ruin of the middle classes and the 
impoverishment of all wage earners, but it also meant the 
wiping out of all internal debt, For men like the leaders of 
IG or the Ruhr Steel magnates, the inflation brought two 
tremendous gains. They could produce goods, meet current 
costs of production in worthless currency, and seil cheaply 
abroad; German foreign trade was thereby quickly re- 
established. And they could pay off all debts and meet all 
taxes (based on the old price level) virtually for nothing. 
German industry emerged from the inflation greatly strength- 
ened. Industry’s gains were quite tangible; naturally they 
did not spring out of the air. They were realized in part at 
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the expense of the Standard of living of workers whose wages 
could not keep pace with prices. Industrialists profited to an 
even greater extent through the wiping out of Insurance pol- 
icies, mortgage bonds, and fixed incomes generally. 

The Inflation started in a complex of circumstances. In 
part it was the result of fmancing the war by borrowing. Only 
six per cent of the cost of the war was met by taxation, and 
the unfunded debt reached thirty-nine billion marks. But 
the amount of debt was not out of proportion to the debt in 
other countries. Schacht and the other financial leaders threw 
the whole blame onto reparations and an unfavorable balance 
of payments. Yet in the end it was seen that German repara¬ 
tions payments were mainly in kind, rather than in money, 
and their main effect was to build up German foreign trade. 

The real causes of the Inflation were clear enough in the 
Statements of industrial leaders and in the minds of most of 
the German people. Sir Philip Dawson, a member of the 
British Parliament and an officiai observer in Germany, wrote 
in 1925: 

“After constantly renewed conversations with the leading 
financial, industrial, and agricultural raagnates in every great 
German center, it is impossible to doubt that they had one 
and all made a calculated, co-ordinated effort to ruin the 
credit of their country in order to secure discharge from their 
war obligations. 

“Indeed, Stinnes—for one—^was openly held by the mass 
of the German people to have played in this matter especially 
for his own hand, and to have bcen responsible for the fall 
of the mark and resultant position of Germany.” 

Most German businessmen would have denied this, at least 
publicly. But Stinnes was a man in too great a hurry to give 
time and care to Camouflage.'In November, 1922, he delivered 
a Speech entitled “How to Save Germany” before the German 
Economic Council. Among many other things he said: 

“If you gentlemen charge me, and the men who think as 
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I do, with opposing stabilization of the mark at any price, 
you are absolutely right. But at the same time I teil you that 
the hopes and the interests of all of us are identical. We are 
merely differently situated in respect to our ability to defend 
ourselves against our present cvils. . 

Stinnes and “the men who thought as he did” had engaged 
in direct speciilation in the mark. They purchased foreign 
currency with loans madc from the Reiclisbank, drdve the 
mark still further down, and paid off the loans for a fraction 
of the original value. The more conservative business groups 
did their share for the Inflation by running off their own cur¬ 
rency, called Notgeld, in huge amounts with no backing. 

By the fall of 1923 the objectives of the Inflation had been 
accomplished. In November a new currency, called the Ren¬ 
tenmark, was issued and tightly controlled by the Reichsbank 
under Schacht. The Rentenmark, supported in effect by a 
mortgage on all German land, was beld at a stable rate of 
exchange with foreign currencies. The inflation was over. 

Out of the chaos of inflation and the Stinnes bubble, a 
stronger German industrial machine emerged, ready to do 
battle with the world. Stinnes was dead, but his works were 
far from forgotten. Rather, they were put on a sounder and 
more manageable basis. Out of the pieces of the Stinnes 
super-trust, Siernens-Rheinelbe-Schuchert, a new Steel trust 
was formed. This was the huge Vereinigte Stahlwerke, dom- 
inating all of the German Steel production and the European 
Steel cartel as well. In the chemical field, the IG was ready 
to demonstrate in its own quiet and much more respectable 
way that Stinnes was really only a small-time operator. 

As a result of World War I, dye production was begun 
in other countries, to become a permanent source of competi- 
tion for the IG. In all other respects, the IG finished the 
war stronger than before. 

Krupp and the other Steel makers of the Ruhr had become 
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identified with war production. At least for the record, tlie 
Steel men now could only make such harmless articles as 
plowshares and stainless steel dentures. There was no such 
limitation on production by the IG. Only a few cranks and 
Chemical specialists talked about the dangers of war produc* 
tion by the chemical industry. 

IG emerged untouched from the occupation period follow- 
ing World War I. They even managed to evade serious in- 
spection. Lieutenant McConnel of the U. S. Navy tried to get 
a look at IG’s synthetic ammonia plant at Oppau. He re- 
ported: 

“. . . the Germans displayed a polite but sullen attitude. 
They seemed willing to afford the opportunity of a cursory 
inspection, but strongly objected to a detailed examination. 
On the third day of the visit the writer was informed that his 
presence had bccome a source of serious objection and that 
if his examination were prolonged a formal complaint would 
be submitted to the Peace Conference.” 

The Germans themselves had been quite realistic about the 
chemical industry when they occupied parts of France during 
World War I, The town of Chaulny was occupied by German 
troops. Here stood a famous old chemical plant where Gay- 
Lussac had worked with sulphuric acid, where Courtois dis- 
covered iodine, and where plate glass was first made. The 
Germans removed all useful equipment and machinery. Then, 
before their final retreat, they destroyed the entire works, 
boiler by boiler, brick by brick. 

Along technical lines, the IG had advanced greatly during 
the war. They had developed a new line of Carbide chemistry. 
They had made invaluable progress toward finding a satis- 
factory synthetic rubber. They now had a wealth of experi- 
ence with the handling of high pressures, which made possi- 
ble the synthesis of oil from coal, a discovery which in a few 
years was to shift the entire balance of economic power of 
the World. And the perfected Haber process for fixation of 
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nitrogen left the IG the cock of the walk for the production of 
artificial fertilizers—or explosives. 

IG’s relations with the German government were of the 
best. For a few tense years, German industrialists stood in 
teiTor of a sweeping revolution at home. But the leaders of 
the IG quickly found that they were fully appreciated by the 
officials of the Social Democratic Weimar Republic. At least 
one of the German delegates to the Versailles peace Con¬ 
ference was an IG director. 

A series of special concessions was made by the govern¬ 
ment to the IG. A loan was advanced for work with nitrogen 
fixation. The dye plants were allowed to pay no taxes for a 
period of ten years; thus the IG was given full governmental 
Support in its drive to recover lost markets for dyestuffs. The 
IG received preferential treatment in obtaining coal, basic 
raw material which was needed desperately all over Europe. 
And finally, the government sponsored Organization of an 
over-all nitrogen syndicate, under IG leadership, the Stick¬ 
stoff Syndikat. 

Now the IG had only to put its own house in order by taking 
the last Steps along the Stinnes road to complete consolida- 
tion. For there were still points of friction remaining among 
the leading members of the IG. Even Duisberg, the man who 
talked co-operation every time he opened his mouth in public, 
had his troubles. Duisberg’s own Leverkusen works was a 
modern and technically advanced plant, but in some respects 
the Ludwigshafen works were in the lead. In charge at Lud¬ 
wigshafen was Professor Carl Bosch, an outstanding scientist 
as well as a business leader. He had done highly important 
engineering work with the Haber process and, as a result, 
Ludwigshafen had a monopoly within the IG on nitrogen fixa¬ 
tion. Duisberg wanted to cut into the lucrative nitrogen field. 

He was held back by the rules of his own IG; no individual 
Company could increase its capitalization (which would have 
been required for any major new line of production) with- 





NINETEEN TWENTY-FIVE 


51 


out permission of the whole IG. Bosch of Ludwigshafen was 
not giving permission for anyone eise to move in on nitrogen 
fixation. Bosch did finally turn the nitrogen process over to 
the whole IG, but only after he found he had to go to the 
other members for support in financing his large-scale experi* 
ments in conversion of coal into gasoline. 

Then, too, it was found by this time that all of the big 
plants in the IG were making a complete line of dyestuffs. 
There were obvious and wasteful duplications in this, yet as 
long as there was any chance that the IG might break up, 
no individual concern was willing to doosen its hold on the 
rieh dye field. 

Above all, there was the wastefulness of maintaining half 
a dozen separate sales organizations at a time when IG’s 
clear duty to itself and its Fatherland was to penetrate all 
foreign markets. Düring the happy days of the inflation this 
had not been of ,any importance. As an IG official, Paul 
Haefliger, admitted to interrogators in the Summer of 1945, 
the cost price of products sold during the inflation mattered 
very little: 

. . because the production price was being paid in con- 
tinuously inflating currency, whereas, for instance, the im¬ 
portant dyestuff export yielded for the most part stähle money 
in good foreign currency which when transferred to Germany 
represented mark accounts quite out of proportion to prb- 
duction costs, so that on paper big profits could he shown 
even with a much smaller dyestuff expert volume than pre- 
war. 

But after the stabilization of the mark in 1923 put an end 
to the profitable trafiic in foreign currencies, Haefliger said 
the IG people— 

. . could no longer afford the luxury of having each of 
them a world-wide sales Organization which, in spite of all 
regulations and collectual (sic) agreements at home, were 
in fact competing with each other in getting Orders.” 
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Everything pointed ,to tlie need for Integration of the IG 
into a single concern. Negotiations were completed late in 
1925: by agreement of all members of the IG, all of the other 
concerns were absorbed into the Ludwigshafen firm, Badische 
Anilin und Soda Fabrik, and the name was changed to the 
IG Farbenindustrie A.G. The process of consolidation, begun 
in 1904 with the formation of the two rings and carried 
further in 1916 with the creation of the single IG, was now 
complete. IG Farben was ready for world conquest. 

1925 was a year of paradox in Germany. It was a year 
in which there seemed to be a return to peacetime normalcy 
following the nightmare of post-war inflation. Yet it was also 
a year in the course of which first decisive steps were taken 
to build a new German war machine. 

The Social Democrats remaincd the strongest political 
group in the Weimar Republic, but the Junker of Junkers, 
Field Marshai Paul von Hindenburg, was elected to the 
Presidency of the Republic. 

Defense Minister Otto Gessler observed that if the German 
General Staff were organized as a Corporation it would be 
legal. 

Out of the pieces of the Stinnes empire. Vereinigte Stahl¬ 
werke was organized. 

■ The Rheinmetall-Borsig Company started operations in its 
first gun factory. 

And IG Farbenindustrie was organized as a single mono- 
poly. 

In a New Year’s Day address, one Ruhr magnate declared: 

“Germany has now shown to herseif and to the rest of the 
world that she still knows her way back to greatness and for- 
ward to the fulfillment of her age-old mission, in spite of 
pacifistic clamor and half-hearted and un-German reluct- 
ance from which scrious drawbacks originated once more 
a few years ago.” 




The Saviour 


“A new type of state socialism is appearing, totally dif¬ 
ferent from that which any of us liave dreamed or thought of. 
Private economic initiative and the private capitalist economy 
will not be crippled, but will be regimented from tlie points 
of view of state socialism in that Capital will be concentrated 
in the national economy and will be directed outwards with 
uniform impetus. . . 

, . This change in capitalism dcmands with natural per- 
emptoriness a reconstruction of a former counterpoise, inter¬ 
national socialism. It breaks this up into national socialism 
whose election promise will be: work rather than phrases,” 
The prophecy quoted above was written in 1916 by a Ger¬ 
man chemist named Wernet Daitz, employed as a plant man- 
ager by the IG. Daitz’s writings were distributed widely by 
the Publicity department of IG Farben after Hitler was in 
power, perhaps as proof of orthodoxy and as an indication 
that German chemistry had been Nazi all the time. 

Of course, the IG did not invent national socialism. Neither 
did Adolph Hitler. The creed of naziism was developed as a 
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weapon in the course of a bitter internal struggle in Germany. 
The struggle was won by Hitler with powerful support from 
German Big Business, including IG Farben. Without the sup¬ 
port of IG and the rest of the German monopolies and cartels, 
Hitler could not have won his political light. And the German 
industrialists could see that without Hitler their empires 
would crumble. 

Between 1933 and the beginning of World War II, it was 
hard to convince many people of the crimes of the Hitler 
regime. After the war started, there was a sudden shift. It 
was now possible to talk in the most respectable quarters or 
the Nazis’ barbarism. A new theory took firm root. It was all 
in the German blood. The Nazis won out because most Ger¬ 
mans were barbaric at heart. Their very chromosomes went 
goose-stepping through their blood vessels. 

Aclually, this last theory represented a final victory for 
Hitler’s ideas of race. By now it is dangerously clear that 
fascism can be a menace anywhere; conversely, some of the 
most powerful Opposition to fascism developed in Germany 
itself. In fact, the extreme brutality of the Nazis arose at least 
in part from the fact that the Opposition was so strong. 

A heavy price has been paid for the historical lessons of 
the past fifteen years; they should be all the more thoroughly 
learned on that account. One of the clearest lessons of the 
recent past is the fact that neither heroes nor villains are 
made by blood alone. J. S. Bach was a German, but there 
are also Germans who are tone deaf. Himmler was a German, 
but there were some Germans who died as bravely as men 
can, fighting for human freedom. 

The first year following the end of World War II in Europe 
saw sweeping changes in the governments of at least a dozen 
jiations covering a total population of more than two hundred 
milBon people. The ending of World War I also saw great 
social ferment and upheaval, The center of the turmoil was 
the defeated country, Germany. 
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For the owners of German heavy industry, the years fol- 
lowing World War I were filled with fear and danger. Spe- 
cifically and bluntly, they feared what the workers in their 
plants would do; they feared a communist revolution/ 

The straws were blowing in the wind even before the war 
ended. The Imperial German armies had knocked out their 
Eastern enemies. The Treaty of Brest-Litovsk was forced on 
the new Soviel government of Russin. The terms were at least 
as harsh as any laid down hardly a year later at Versailles. 
Besides paying huge reparations, Russin lost thirty-two per 
Cent of its agricultural land, thirty-four per cent of its 
Population. The treaty took from Russin fifty-four per cent of 
its industry and eighty-nine per cent of its coal mines. There 
was complete German control of Poland, Lithuania, Latvia, 
and Estonia, and there were puppet governments in Finland, 
the Ukraine, and Georgia. 

The Brest-Litovsk Treaty nurtured deep and lasting hatred 
in Russin. It blackened German imperialism throughout the 
World. But, surprisingly, there was a strong reaction against 
it in the German homeland itself. It may fairly be said to 
have weakened German will to continue the war. The treaty 
was denounced in the Reichstag. Strikes were called in Pro¬ 
test against it. Hitler himself recorded that, years later, while 
making inflammatory speeches against the Versailles Treaty, 
he would hear cries from the crowd of: 

“What about Brest-Litovsk?” 

In the days immediately following the armistice of No¬ 
vember, 1918, workers in factories and mills all over Ger- 
many simply declared themselves in charge and fired the 
ownership. This happened in plants of the IG in the Rhine- 
land; the plant managers only returned to their posts after 
British troops entered the area and gave them protection.’ 

The same protection was given, and in a fully conscious 
way, by the French Army, The French General Hifschauer 
announced as soon as he crossed the Rhine: 



56 


IG FARBEN 

“This is clear: no more Soviets or foolishness of that sort!” 

Many stories have been written of the free-booting gangs 
of young officers of the Kaiser’s Army which terrorized 
Germany following the war. Heinrich Hauser who fought in 
one of the gangs, the Moerker Volunteer Corps, has told the 
Story of a pitched battle in the town of Halle. Hauser and 
his fellows were besicged in a prison. Their Opposition were 
armcd workers who had taken over the huge Leuna works 
of the IG. 

. . above the prison hospital the warden’s daughter 
played the piano; she kept tirelessly running the same scale 
as if to drown out the screams of the starving. . . 

. . we burned the rotten straw of our beds in the yard, 

, and found it full of vermin and Cartridges.' The Cartridges 
exploded in the fire, and the bullets splattered in all direc- 
.. outside the walls was the dark city with the thousands 
tions, while we flung ourselves flat, laughing, 
of workmen of the Leuna Plant who were besieging us, but 
inside the prison were soldiers; that cold winter night they 
lay flat on their stomachs in the yard, taking cover behind new 
gravcs, waiting for the prisoners to break out. I was not with 
thcm, but I heard the shots, and I saw the dead men with 
their shaven hcads and striped uniforms. Half an hour later 
we went to a cabaret across the Street from the prison, There 
were oysters and Champagne and a peroxide Soubrette 
who sang, ‘You made me what I am today— I hope you’re 
satisfied!’” 

The first wave of revolution in Germany was put down. 
By 1923 all armed conflict had ceased. But the focus of con- 
flict had merely shifted to a struggle in the elections for par- 
liamentary control. All the elements of the fight remained. 
More than any other country in the world, Germany repre- 
sented a cross section of all the classes known to enter into 
current social conflict. 
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On ihe extreme Right, there still remained firmly rooted 
vestiges of feudalism. This was particularly tlie case in nortli- 
eastern Germany, main center of the Junker estates. The 
Junkers had received a reprieve when the debts on their 
estates were liquidated during the inflation. As for the Prus- 
sian officer corps, true sons of the Junker families, they re- 
tained their place of honor through all changes in the German 
government. 

In Western Germany, in the smoky factory towns of the 
Rhineland and the Ruhr, the industrial leaders were as firmly 
entrenched as ever. History was full of their struggle with 
the Junkers. In moments of greatest danger from the Left, 
however, they made common cause with their old enemies. 

Where there were faclories there were also organized labor 
and Left Wing political parties. Throughout the whole period 
from World War I until Hitler became chancellor in 1933, 
the Social Democrats remained the largest party of the Left. 
The Weimar Constitution was the creation of the Social 
Democracy. In the 1919 elections the Social Democrats re- 
ccived more than eleven million votes. The next largest bloc 
of votes, cast for the Catholic Center, totaled only five million. 

By 1924, the political Situation began to show marked 
changes. In that year’s elections for the Reichstag the Social 
Democratic votc feil to only a iittle more than six million. 
Ncarly four million, (3.7 million) Left Wing voters had 
choscn to Support the Commiinist Party. A Right Wing party, 
the German Nationalists, had made the biggest gains of all, 
from 2.7 million in 1919 to 5.8 million in 1924. The first 
years after World War I had been anxious ones for both 
German aristocrats and business leaders. The party in power, 
the Social Democrats, had proclaimed a program of nation- 
alization of industry. But in a few years it was clcar that 
the danger from the Social Democrats was slight. No Indus¬ 
tries had been taken over. In the worst crises leaders of the 
extreme Left Wing had been killed by the police of the Social 
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Democratic state. With the quick revival of business by the 
middle 1920’s, the industrialists could make a political Come¬ 
back through, their chosen parties, like the German Nation- 
alists and the German People’s Party. They could at least 
counter-balance the Left Wing vote in the Reichstag, while 
the Presidency of Germany was won and retained by Field 
Marshai von Hindenburg, the picked candidate of an alliance 
of Junkers and industrialists. 

By 1930 still more violent shifts had taken place. Ger¬ 
many had suffered its share of the evil effects of the world 
economic crisis. More than a third of the working popula- 
tion was jobless. The parties most clearly identified with Big 
Business, like the German Nationalists, went into a disastrous 
decline. Their vote was cut by more than half. Both Social 
Democrats and Communists rnade gains. The thinking of the. 
Left Wing had becomc deeply embedded in German life. It 
showed itself in the theater, in novels, in all the arts. A power- 
ful and bitter satire on capitalist society, The Three-Penny 
Opera, ran for three years in Berlin. When the Nazis burned 
books and purged all the arts they were not just kicking Jews 
out of Jobs and turning Germany to the contemplation of 
picture postcards. They were fighting a major political battle. 

It was said that Lenin in earlier years thought more of the 
chances of a Socialist victory in Germany than in Russia. 
To an observer in Germany around 1930 it might well have 
seemed that a socialist revolution was in sight. 

But a new force in German politics was revealed in the 
1930 elections. For the first time, Adolph Hitler and his Nazi 
Party made a strong showing. Nearly six and one half million 
votes were cast for Hitler’s candidates; one hundred and 
seven brown-shirted Nazis took their places in the Reichstag 
on the extreme Right. Within three years Hitler was installed 
in power, active Social Democrats and Communists were 
hunted fugitives, and the war machine was rolling at full 

speed. 
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In the thirty-one years between 1914 and 1945 the ancient 
practices of murder were raised to the level of mass produc- 
tion. The number of dead in the two most devastating wars 
of history probably reached onc hundred million. Whole 
eitles and sections of countries with the accumulated culture 
of centuries were totally destroyed. Yet, in the entirc period, 
the most horrihle story of all was that of Adolph Hitler and 
his Nazis—the National-Socialist German Workers’ Party. 

The Story of Hitler has already heen told many times. 
More volumes will have to he written hefore it will he possi- 
ble to understand fully how in the midst of the twentieth 
Century Hitler was ahle to restore all the worst aspects of the 
harbarism of the ages, how this Nazi barbarism was ahle 
to grip an entire civilized people, and how the great and 
honorable of the world found it possible to meet and deal 
with Hitler on equal terms of normal intercourse. 

A few of the details of Hitler’s incrcdible rise may he 
repeated here. As a young man hefore World War I, he lived 
in the munieipal fiop houses of Vienna; in America he would 
have heen known as a skid-row hum. Go down to Main Street 
in Los Angeles, or Howard Street in San Francisco, or the 
fiop houses of West Madison in Chicago and you will see 
his counterpart. He was bitter and frustrated, ill at ease with 
other men, with vague pretensions as an artist and a meager 
talent; he earned a few pennies making picture postcards and 
acquired a vast capacity for hatred. 

Düring the war he was a soldier. In the American Army 
he would have heen called “eager.” To judge from a few 
letters which have heen preserved, he seemed to like the 
bloody business. 

In the chaos of post-war Germany Hitler found his starting 
point. Unerringly, his instincts led him into the Service of the 
German ultra-nationalists and reactionaries. He went to work, 
probably for the first time in his life: he became a stool- 
pigeon for the German Army. It was his job to spy on what 
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organized German reaction recognizecl as its worst enemy— 
the radical labor movement. He was a very obscure spy and 
so the political parties he was sent to work in were also 
obscure. The party which he took over and which became 
evenlually the all-powerful Nazi Party had at the time only 
seven members. 

From the beginning Hitler’s party had powerful support. 
General von LudendorfT lent his prestige to Hitler’s attempted 
Putsch in Munich in 1923. After the failure of the Putsch^ 
Hitler was jailed for a short time. In the prison of Landsberg 
he was shown special consideration by Bavarian officials. And 
financial support was given by several Steel magnates of 
the Ruhr, notably Kirdorlf and Thyssen. 

For his behind-the-scenes supporters Hitler presented a 
counter-threat to the Socialists and Communists. His brown* 
shirted Storm Troopers started a long series of Street brawls, 
particularly wilh the Communists. 

To the voters, the Nazis presented a different and more 
complicated appeal. For those who were the shocked and in- 
sccure survivors of war, Hitler presented pageantry and uni- 
forms, the ritual and discipline of a semi-military Organiza¬ 
tion. This was an expensive form of political agitation and 
because of it Hitler was always dependent on heavy financial 
contributions. To a bewildered and embittered middle dass 
which came out of the inflation threatened with the loss of 
even their respectability, Hitler offered an ancient target for 
hatred—the Jew. For strongly nationalistic Germans, Hitler 
offered foreign excuses for all of Germany’s troubles: the 
cvil sprang from the Versailles Treaty and the loss of col- 
onies. Finally, to complete a fully-rounded demagogic appeal, 
Hitler introduccd into his program an dement of attack on 
Big Business; this last was a concession to the deep-rooted 
notions of socialism in Germany. Hitler’s Big Business sup¬ 
porters did not seem alarmed by this attack. The events after 
1933 proved them right. 
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After the depression closed in on Germany in 1929, Hit- 
ler’s program proved to be a shrewdly concoctcd mixture. 
He gained strength in each election. The Nazis reached a high 
point in July, 1932: ihey received 13.7 million votes. The 
Social Democrats, next highest, received only eight million. 
In the Reichstag the Nazis had won threeLhundred and twenty 
seats (out of six hundred and seventy). Only one hundred 
and thirty-three went to the Social Democrats, eight-nine to 
the Communists. 

The Nazis were on the very edge of complete power. And 
then a reaction set in. 

The crazy hodge-podge of the Nazi program had made its 
greatest appeal to the most unstable groups in German so- 
ciety. The twisted mind of Adolph Hitler, with its fantastic 
notions of blood-mysteries and fate, made its deepest im- 
pression on the most twisted and insecure of his listeners. 
Among such people, interest—and votes—could be lost as 
quickly as they were won. Furthermore, although a common 
front of anti-Nazis was not made, those who perceived what 
Hitler might mean grew alarmed, At a distance, the cor¬ 
porate, all-powerful state of Italian Fascism might have 
soundcd interesting; worship of militarism and the open 
preaching of revenge, rearraament, and war appealed to many 
Germans. But as the Nazis grew strenger they also came 
under dose general inspection. The Brownshirts were seen 
for what they were; gross, sadistic thugs organized into 
political gangs. 

The Nazi Party went into a decline more rapid than its rise. 
Another general election was held in November, 1932. The 
Nazi vote dropped from nearly fourteen million to elcven 
million. From three hundred and twenty Reichstag seats they 
declined to one hundred and ninety-six. The Social Democrats 
and the Communists together held two hundred and twenty- 
one seats. ' 

With loss of populär support, contributions of money feil 



62 


IG FARBEN 


off even more sharply. Nazi Party morale sagged. Hitler liad 
come a long way from the Vienna municipal flop house, but 
lie seemed to be at the end of the road now. It looked as if 
the Nazis were through. 

Goebbels, the Nazi Propagandist and Hitler’s second lieu- 
tenant, wrote a surprisingly frank description of the Situation 
in the Nazi Party in the period immediately after the No¬ 
vember elcctions. The following quotations are excerpts from 
his diary for December, 1932, which he allowed to be pub- 
lished in 1935: 

“Deep depression throughout the organization. One feels 
so worn out; one longs for nothing but a few weeks’ escape 
from the whole business. . 

“Phone call from Dr. Ley: the Situation in the party is 
getting worse from hour to hour*” 

“The year 1932 has brought us eternal ill luck. . . The 
past was sad and the future looks dark and gloomy; all 
chance and hopes have quite disappeared.” 

“For hours, the leader paces up and down the room in the 
hotel. It is obvious that he is thinking very hard. . . Suddenly 
he stops and says: Tf the party once falls to pieces, I shall 
shoot myself without more ado.’ A dreadful threat and most 
depressing.” 

Depression was the keynote. In truth there was more than 
enough to depress Hitler and his supporters. Worst of all, the 
most dreaded enemies, the Communists, continued to grow 
steadily strenger. They had never gained as spectacularly as 
the Nazis but they had shown continuous growth since 
1924. By the end of 1932 they had drawn nearly even with 
the Social Democrats as the political leaders of the German 
labor movement: they received six million votes as against a 
little more than seven million for the Social Democrats. The 
combined Social Democrat and Communist vote of thirteen 
million was considerably above the Nazis. 

And yet—^within a few months Hitler was presented with 
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the Chancellorship. Democracy died quickly and violently in 
Germany. At the crucial moinent Hitler received backing 
more powerful than he had ever dared hope for. The in¬ 
dustrial and financial leaders of Germany, with IG Farben 
in the lead, closed ranks and gave Hitler their full support. 

It is no secret that Big Business in all countries has fought 
organized labor both economically and politically. There was 
nothing mysterious in the fact that German businessmen 
fought labor, Hugo Stinnes in the midst of his most ambitious 
consolidations found time to harangue German labor to 
abandon its eight-hour day and sweat out a daily ten hours. 

Hjalmar Schacht was a conservative sort of businessman 
during the 1920’s. He was the head of the Reichsbank, the 
central bank of Germany; he was khown as the man who 
had stabilized the mark and ended inflation. In those days it 
would have Jaeen hard to imagine that Schacht would some 
day have to stand trial before an international tribunal, 
charged with war crimes. 

Schacht, too, argued against the eight-hour day. In a book 
called The End of Reparations, published in 1931 as an ap- 
peal to Englishmen and Americans, he virtually asked for 
Support from businessmen of the rest of the world in fighting 
German socialism. He fought against social Insurance be- 
cause, he said, it weakened the moral fiber; his arguments 
could have been taken from Republican oratory in the United 
Sates during the first years of the Roosevelt administration. 

Business leaders were equally clear in support of a rabid 
German nationalism. The leading organ for German expan- 
sion abroad was Der Alldeutsche Verband, the Pan-German 
Association. Its official aim was “to revive German national 
consciousness, to support ‘Germanism abroad’ and to further 
effectively an energetic representation of German interests in 
Europe and overseas, particularly an efiicient colonial pol- 
icy.” Big Business was a main prop of the Pan-German 
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Association; tlie ofFicial history of the Association published 
in 1920 was sponsorccl by the Federation of German In- 
dustry. Schacht summcd up for his colleagues when he said: 

“For German industry the colonies, like foreign plants, 
represented hopes for the future, a possible escape from the 
ever more diflicult conditions of Investment and production 
at home.” 

The most aggressive parts of the Nazi program were sup* 
ported by the business community. Again Schacht may fairly 
be taken as a spokesman. The Versailles Treaty he dismissed 
curtly, saying: 

“What is called the peace treaty of Versailles is no treaty 
and it has not brought peace.” And, more menacingly, 

. . Germany today may stand helpless before this treaty; 
its Protests against it will keep the world brcathless until 
justice and morality once again determine the course of 
human evolution.” 

Even the Hitler idea of a master-race was included in 
Schacht’s kind of “justice and morality” which would “again 
determine the course of human evolution.” Concerning the 
town of Memel he wrote, in his book for Anglo-American 
consumption in 1931: 

“The overwhelrningly German territory of Memel was 
allowed, against its will, to fall completely under Lithuanian 
domination. Consider ivhat it means when parts of the highly 
civilized and cultivated German people fall under domination 
of a little brauch of the human race, luhich, however much 
one may res pect it, clearly Stands far behind in culture and 
civilizationJ^ (My italics, — R,S.) 

Yct, similar as his program was to theirs, Hitler could not 
irnmediately win tlie full support of all of German business. 
A virulent Jew-baiter like General LudendoriT wanted to use 
Hitler as a means to establish himself, Ludendorff, as a mili- 
tary dictalor. Industrialists like Kirdorff and Thyssen had also 
picked Hitler as their man. But for important parts of Ger- 
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man business there were serious doubts about Hitler, at least 
in the earlicr years. It was not easy to forget that Hitler had 
lived in flop houses and had been a petty spy for the Army. 
The Nazi Storm Troopers were rowdies whose beer hall antics 
were distasteful to men of substance. 

As in so many other respects, IG Farben set the pattem 
in the field of politics. As early as 1925, Carl Duisberg de- 
claimed in a spcech to the central organization of German 
industry, the Reichsverband der Deutschen Industrie: 

“Be United, United, united! This should be the uninter- 
rupted call to the parties in the . . . Reichstag. . . We hope 
that our words of today will work, and will find the strong 
man who will finally bring everyone under one umbrella 
. . . for he [the strong man] is always necessary for us Ger¬ 
mans, as we have seen in the case of Bismarck.” 

In another speech Duisberg tlirew in another two cents’ 
worth for dictatorship saying: 

“If Germany is again to be great, all classes of our people 
must come to the realization that leaders are necessary who 
can act without concern for the caprices of the masses . . . it 
is to be hoped that there will be found in Germany the neces¬ 
sary number of such personalities who will be the leaders of 
that nation. Only then will she rise from deepest misery to 
her former greatness.” 

Duisberg also made it clear that IG would throw its weight 
into the fight against such signs of decadence as higher wages 
or shorter hours or social Insurance. In another of his 1925 
Speeches he said: 

“. , . there is no doubt that the German economy can only 
exist and fulfill its duties, if the burdens of salaries, wages, 
taxes, freights, and—not least—impositions for social se- 
curity, which it must carry are limited. . . 

. . German trade unions . . . must from now on hold as 
their primary duty giving consideration together with employ- 
ers to increasing production . . , then the^-wage and salary 
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question [will not be] of exclusive importance as it un- 
fortunately still is today. . 

But IG did not rush to support the Nazis, even though in 
ihe long run it turned out that all of the objectives proposed 
by Duisberg were realized imder Hitler. The IG did not go 
all-out in support of any single party or political leader. 
In a canny way, IG supported several parties; whichever won, 
IG would have friends at court. 

Reporting directly to the two top men of the IG, Drs. Bosch 
and Duisberg, was a small and secret Political Committee. 
Each of four men on this committee was responsible for a 
link from IG to one political party: Drs. Kalle and Hass¬ 
lacher worked, respectively, in the German People’s Party 
and the German National Party; those two were generally 
the most populär political parties in business circles. Drs. 
Hummel and Lammers were responsible for two other con- 
servative groüps: the German Dernocratic Party and the 
Catholic Center. 

Thus IG assured itself of representation along a broad 
front on the Right Wing of German politics. According to 
testimony on IG operations given by Baron von Schnitzler, 
the idea “. . . that IG owing to its great public importance 
should have certain links with the different leading political, 
parties originated with the late Dr. Duisberg.” Von Schnitzler 
further testified that IG made judicious use of hard cash in 
trying to influence elections; he estimated that each election 
for the Reichstag cost IG in the neighborhood of 400,000 
marks. 

By 1930 it was clear that the Nazis, in spite of unsavory 
appearances, would bear watching. Düring 1931 and 1932, 
IG made several secret contributions to the Nazi war ehest. 
Some of the younger men in the IG leadership were assigned 
to maintain connections with the Nazis. One of these men was 
Max Ilgner, a nephew of Hermann Schmitz—the same Schmitz 
who was Rathenau’s associate during World War I and who 
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was the president of IG during World War II. Ilgner was 
young, able, boundlessly energetic and ambitious. It was he 
who established IG’s international spy ring. He early made 
contact with the Nazi leadership. During interrogation by 
American investigators in 1945, Ilgner complained that the 
Nazi Funk (a war criminal tried at Nuremberg) had obtained 
money from his department in 1931 on false pretcnses; other 
Nazis were shaking down other departments of IG at exactly 
the Same time and for the same purposes. 

Even closer lies were maintained by an IG man named 
Gattineau. Gattineau had been the personal secretary first 
of Duisberg, then of Bosch. He was also in charge of IG’s 
press relations; in this capacity he met Hitler and Goebbels. 
Through Gattineau’s maneuvers, Hermann Schmitz was made 
an honorary member of the Reichstag after Hitler took over. 

But all these relations with the Nazis were maintained 
merely as a way of hedging IG’s political bets. IG’s first 
choice was the more respectable type of reactionary, like 
Bruening. It was under the conservative governments from 
1930 to 1932 that IG feit most comfortably at home. 

The top men of IG avoided taking ofiicial government jobs 
themselves. For example, Schmitz hiraself several times re- 
fused to accept Bruening’s offer to create for him the new 
office of “Commissar of German Industry.” This was in line 
with a policy laid down by Duisberg: to stay clear of open 
government ties, but to exert pressure in secret Conferences. 
A liberal German commentator, Helmut Wickel, wrote in 
1932 that: 

“Quite according to Duisberg’s wishes things today [1931- 
32] are no longer decided in the Reichstag, hut in irresponsi- 
ble councils of industrialists, of whom Schmitz is the most 
important and influential.” 

Neverthelcss IG did send its second-flight leaders into the 
government. A member of the Board of Directors, Professor 
Warmbold, became Minister of Economics under Bruening. 
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Previously Professor Moldenhauer had been in the govern- 
ment. But Schmitz himself actcd as a close adviser to the 
Chancellor; for example, he accompanied Bruening to 
London in 1931 to take part in international discussions. 

There was only one defect in the System of political control 
through Bruening and the old-line conservalive parties: Ger- 
many was still a democracy and it took votes to stay in office. 
The old-line parties of the Right Wing were losing votes 
rapidly. Hitler was vulgär, uncouth, thoroughly unpleasant, 
long-winded, and perhaps a little unbalanced. But among all 
the ultra-nationalists and reactionaries he was the one best 
able to win votes. 

When even Hitler’s Organization started to lose ground in 
the fall of 1932, the upper circles of German Big Business 
were confronted by a most serious crisis. 

An astonishingly frank picture of what Germany’s Business 
leaders were thinking about in the critical days of 1932 is 
given in a series of letters which circulated privately as a sort 
of advisory Service under the title “Letters to Leaders” 
{Fuehrer Briefe). Ever since 1918, Big Business had lived in 
the shadow of socialism and the nationalization of industry. 
Business had quickly taken the measure of the Social Dcmo- 
crats; for fourteen years the Social Democrats had remained 
the dominant party in Germany without effecting the slightest 
change in the position of Big Business. The Right Wing 
parties in the Reichstag could ward off any threats. But now 
Germany was gripped by a deep economic depression. The 
Right Wing parties like the German National and German 
People’s parties faded badly. The Social Democrats were 
being replaced by the Communists. And there was every 
reason to believe that the Communists meant Business. If now 
Hitler’s Nazis were allowed to disintegrate, the game was up 
for the German monopolies and cartels. The Situation was 
siimmarized in one of the “Letters to Leaders” (for Septem¬ 
ber, 1932) as follows: 
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“The process of the transition which we are undergoing at 
present, because the economic crisis destroys these achieve- 
ments [i.e., the gains made by the Social Democrats], passes 
through the stage of acute danger that, with the disappearance 
of these achievements, the mechanism of disrupting the work¬ 
ing dass which is based upon these achievements will cease 
to operate, with the result that the working dass will begin 
to turn in the direction of communism and the bourgeois rule 
will he faced with the necessity of setting up a military dic- 
tatorship. This stage would mark the beginning of the phase 
of the incurable sickness of bourgeois rule. As the old sluice 
mechanism [i.e., drawing off of working dass resentment by 
minor concessions] can no longer be sufficiently restored, 
the only possible means of saving bourgeois rule from this 
abyss is to effect the Splitting of the working dass and its 
tying to the state apparatus by olher and more direct means. 
Herein lie the positive possibilities and the tasks of National 
Socialism.” 

Hitler was the only choice. He was given the complete back- 
ing of German industry and finance. With that backing he 
quickly established a blood-thirsty fascist state. 

The men of IG, of course, took a leading part in the critical 
negotiations which resulted in making Hitler Chancellor of 
Germany. Düring Hitler’s twelve years in power there were 
rumored accounts of the final raeetings. Finally, in the sum- 
mer of 1945, Baron Georg von Schnitzler wrote for his 
American interrogators the story of the historic evening in 
the course of which Hitler received the decisive support of 
the German business leaders. Von Schnitzler was one of the 
half-dozen most important men in the IG, chief of the IG 
sales department and generally a front-man for state oc- 
casions. It was early in 1933, he wrote, that; 

. . four members of the Vorstand [managing directors] 
of I. G. Farben including Dr. Bosch, the head of the Vorstand, 
and myself were asked by the office of the President of the 
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Reichstag to attend a meeting in his house. ... I went to the 
meeting which was attended by about 20 persons who I believe 
were mostly leading industrialists from the Ruhr.” 

Among the men whom Von Schnitzler listed as being present 
were Schacht, Krupp von Bohlen, and Albert Vogler, the 
leader of the big Steel trust. Vereinigte Stahlwerke. Accord- 
ing to Von Schnitzler: 

. , Dr. Schacht acted as a kind of host. While I had ex- 
pected the appearance of Goering, Hitler entered the room, 
shook hands with everybody and took a seat at [the head] of 
the table. In a long speech he talked mainly about the danger 
of Communism over which he pretended that he had just won 
a decisive victory. 

. . Krupp von Bohlen thanked Hitler for his speech. 
After Hitler had left the room, Dr. Schacht proposed to the 
meeting the raising of an election fund of . . . RM 3,000,- 
000 . . 

The money was given. Von Schnitzler talked about the 
matter with Bosch. He says that . . Dr. Bosch did . . . not 
make any remark to my report, but shrugged his shoulders.” 
As befitted its great size, IG Farben contributed ten per 
Cent of the whole fund. 

Now Hitler could move with utmost vigor. The Nazi Party 
treasury was full; the Brownshirt thugs were on the loose. 
On the 27th of February, 1933, the Nazis themselves set fire 
to the Reichstag. Tliis was proclaimed as the work of the 
“Reds.” With Nazi Storm Troopers sworn in as special police, 
tens of thousands of anti-fascists of all stripes were beaten, 
arrcsted, and even murdered. 

The way was cleared for the March, 1933, elections. Hitler 
had plenty of money. He had backing in the most respectable 
business circles and therefore in most government quarters. 
The Opposition was at least partly terrorized. When the March 
elections were over the Nazis had gained six million votes. 
In the space of a few monlhs the remaining minority parties 
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in the Reichstag were banned and the trade unions were 
broken. 

The Nazi victory was complete* German industry could set 
to werk in earnest on war preparations. 



5 

Arms by Night 


In 1918 Germany was exhausted and defeated. In 1923 
Germany was in chaos as the res ult of Inflation. By 1931 
Germany had so far recovered that a writer for the American 
National Industrial Conference Board was able to say: “The 
products of German industries are sold throughout the world; 
the industrial equipment has been thoroughly organized; the 
currency has safely been placed on the gold basis; the foreign 
trade has increased at an unparalleled rate.” 

German recovery was indeed astonishing. It made Ger¬ 
many once more a full-scale menace to the peace of the 
world. And, to increase the danger, a great deal of the 
recovery had heen based directly on the re-establishment of 
war industries and the rebuilding of a military'machine. It 
can fairly be said that the entire period from the end of 
World War I to the entry of Hitler as Chancellor was 
dominated by the German effort to rearm in the face of the 
Versailles Treaty. \ 

It is possible—in fact it is probable—^that the bulk of the 
German people did not know that they were rearming and 
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preparing for war. But some Germans did know exactly what 
they were doing. And those Germans, unfortunately for the 
many tens of millions of people who had to die in World War 
II, were the ones who counted when the decisions were made. 

Carl Duisherg, the head of IG Farben, was one of those 
who knew best what was going on. He was well aware of the 
pressures within Germany which forced it toward expansion. 
He knew the danger of war which lay ahead, and he and IG 
Farben were in the lead in the preparation for anything that 
might come. The Situation had to he handled with great care 
and secrecy. As Duisherg himself said to a group of news- 
' papermen: . . before the war we frequently trumpeted our 
might and our importance far too loud in the world, and 
thus evoked the envy of the whole world. Now that a large 
part of that which we have created has been taken from us, 
directly or indirectly, we must now in our poverty he par- 
ticularly careful to say as little as possible.” 

But careful as Duisherg was, he could not entirely Strip 
his public Statements of the overtones of thunder of a war 
which was in the making. In one of his Speeches before the 
central council of German industry he let slip the following 
Statement of warlike faith: 

“Gentlemen! You may believe me when I say that nobody 
willingly admits the weakness of his country. Yet neverthe- 
less I consider myself duty-bound to teil everyone at all 
times, at home and abroad: Let us admit it, war is impossible 
for Germany. We are disarmed. . . But back to deeds. Gentle- 
men! Germany was made great and mighty by her deeds in 
peace. The whole world knew her, and the whole world must^ 
come to know her again. We must reconstruct. . . Let us 
Work!” 

Dr. Duisherg and his colleagues did go to work, and with 
great success. In only a few years they no longer had to admit 
that war was impossible for Germany. 

Under the terms of the Versailles Treaty Germany was 
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allowed a Standing army of 100,000 men. To supply this 
small army only a handful of German factories were allowed 
to produce military equipment. For the first few years after 
the signing of the treaty it was necessary for war-minded 
Junkers and militarists to work in complete secrecy to begin 
the process of rearmament. 

The first step in paving the way for a new army was to 
save the good name of the army which had just been de- 
feated. If a new army was to be built in the darkness of night, 
the glory of German arms must be preserved. The ofFicer 
caste must still be respected. To preserve hope, tbe aura of 
invincibility must never be lost. And thus grew up the legend 
that the German Army had not really been beaten in the field. 

Even before the war was over the Junker generals had pre- 
pared the ground for the “stab in the back” alibi which be- 
came a theme song for German war-makers. In realistic terms, 
the German High Command knew that the war was lost 
after the failure of the great Spring offensives of 1918. In 
August, 1918, Ludendorff declared in the Crown Council 
that the war could not be .won. Shortly afterwards, Crown 
Prince Rupprecht, who commanded one of the three army 
groups, wrote that Germany must quickly make peace to 
avoid a complete disaster. In September, Ludendorff and 
Hindenburg went directly to the Kaiser; they demanded that 
a request for an armistice go to the Americans. And in the 
first days of October Hindenburg repeated the request of the 
Army for an armistice in a letter to the Reich Chancellor. 

But having convinced the civilian authorities that the war 
was lost and a quick end must be sought, the generals pulled 
back and played a coy game. Late in October Ludendorff was 
making strong Statements about the necessity of fighting to a 
bitter end and the dishonor of an army breaking off before 
completely beaten. The civilians were acting on the declared 
judgment of the generals, but the conduct of armistice ne* 
gotiations was left entirely in civilian hands. In the final set- 
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tlement of armistice terms only one high-ranking soldier, 
General von Winterfeldt, went along as a liaison officer. In 
his memoirs written after the war, Prince Max of Baden was 
able to say: 

“Our prevailing feeling was one of relief that at least the 
Army would not have to wait on Foch.” 

The army of 100,000 could not provide places for all the 
young ofiicers, sons of Junker families, who wanted nothing 
more than a chance to prove that they had heen stahhed in 
the hack and that their army was after all invincihle. But 
many of them did find places, and kept alive the function of 
their dass, in the Free Corps which were organized to put 
down the revolutionary German industrial workers. Heinrich 
Hauser, who had heen a Junker cadet himself, teils how his 
Free Corps was organized: 

“We were a group of young and middle-aged ofiicers. . . 
Our gatherings took place secretly and in civilian dress, for 
the city was under the rule of the Workers’ and Soldiers’ 
Council. 

.. One man, a U-hoat commander, had, like many others, 
refrained from surrendering his hoat to England. It was sunk 
in shallow water somewhere in the Baltic. It was quite intact 
and full^ equipped; a man would have only to go down in a 
diving suit to bring it to the surfacc. The U-hoat commander 
proposed (and we lads were quite ready to follow him) that 
we continue the war with England on our own account. . 

But there was work closer at hand. Betwcen December, 
1918, and April, 1919, Hauser reports, his Company took 
part in the capture of at least six cities from the revolutionary 
Spartacists. In the process they regained the life of mercen- 
aries. Hauser wrote that in the captured castle of Brunswick— 

“. . . I slept in the Princess of Brunswick’s yellow marble 
bathtub, and all my men wore heavy silk shirts embroidered 
with the Brunswick arms; they were made of the castle 
curtains. 
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“When we took Merseburg, we were quartered in a cofiin 
factory. Each soldier set up a coffin for a bed, and a child’s 
coffin beside it for bis knapsack. . 

Later the Free Corps were somewhat centralized into a 
“Black Militia” which was still a loosely-joined skeleton 
Organization at tlie time when Hitler announced the return to 
general conscription. Out of the Free Corps and Black Militia 
came the leaders of the mass army of the Nazis. Free Corps 
officers soldiered all over the world, leaving their imprint on 
most of the armies of South America and fully preserving 
the German military tradition. And to show that Germany 
was no place for pacifists and defeatists, the young killers 
of the free-booting organizations assassinated men like Erz¬ 
berger and Rathenau. The latter were identified as civilian 
leaders who gave up the war. 

In a few years, scmi-rnilitary organizations became more 
open. The veterans’ Organization, the Stahlhelm, maintained 
military discipline. The Nazi Storm Troopers had uniforms 
and weapons and extensive practice in Street fighting against 
Jews and “Reds.” 

The regulär army of 100,000, the Reichswehr, proved con- 
veniently flexible. If the draft called for one man by the 
common name of Heinrich Mueller, ten others by the same 
name might be called up and trained as well. By maintaining 
rotation of the 100,000 it was possible to train key non-coms 
and officers for the full-scale army under Hitler. 

The German pacifist Carl Mertens estimated that as early 
as 1930 Germany had 374,000 trained soldiers under arms 
at one time. There were 99,000 in the regulär Reichswehr; 
110,000 military police, border guards, and railroad guards; 
150,000 in the paramilitary outfits like the Stahlhelm and 
the Nazi Storm Troops; and at least 15,000 civilians attached 
to the Reichswehr in jobs which in other countries were done 
by soldiers. 

Most important of all, the nerve center of the German 
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Army was preserved intact. In several forms the General 
Staff, ultimate citadel of Junkerdom, was kept alive. Officially, 
the General Staff had been abolished by the terms of Ver¬ 
sailles. But the Weimar Republic was permitted a Ministry 
of Defense. And within the Ministry of Defense there was 
organized a “General Troops Office.” There was never a 
clear description of the official duties of this office, but a 
senior officer of the General Staff, General von Seeckt, was 
called in to be its first chief. For several years the membcrs 
of the office were primarily recruited from the old General 
Staff. 

Under the Republic there was also considerable enlarge- 
ment of the Potsdam Reich Archives “to simplify the study 
of the World War (I).” The Potsdam Archives staff also con- 
sisted largely of General Staff officers. It later developed that 
these officers were already busily planning campaigns for a 
second world war. 

In spite of governmental aid, the reviving General Staff 
still needed money. A private business Organization, called 
“The German Military Policy and Military Science Com¬ 
pany,” was formed by General von Schleicher. The concern 
was free to obtain large contributions from nationalist- 
minded industrial leaders. One of the German cabinet min- 
isters, Otto Gessler, bad pointed out: “There is no clause in 
'the Peace Treaty which forbids us to reconstitute the General 
Staff in the form of a Corporation with limited liability,” 

After World War II, the General Staff was again abolished. 
It may be a little frightening to observe that throughout 
Germany today the army Veteran is still given a place of 
honor and that in the British Zone the Wehrmacht Organiza¬ 
tion is being broken up only slowly and under pressure. 

With the building of secret armies went the secret produc- 
tion of armaments. At the Nuremberg trials of the Nazi war 
criminals, evidence was produced which demonstrated that 
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German production of weapons had begun almost before the 
ink was dry on the Versailles Treaty. The Krupp Steel Works 
were supposedly restricted to production of such harmless 
items as typewriters and plows. As early as 1920, the German 
governraent gave to Krupp a loan amounting to forty-eight 
million dollars which was used for “maintenance of armament 
technique in the Reich’s Service.” The forty-eight million 
dollars was transmitted with great care and secrecy by way 
of banks in Berlin and Amsterdam. 

Another of the Nuremberg defendants, Grand Admiral 
Eric Raeder, admitted that Germany had started to build 
submarines shortly after World War I. ^By the terms of the 
Anglo-German Naval Treaty of 1935, Germany was again 
allowed to produce U-boats. Significantly the first U-boat was 
publicly commissioned just eleven days after the signing of 
the treaty. It had evidently been built with a burst of speed 
which would put to shame all other shipyards in the world. 
Actually, as Raeder testified, submarines were being built 
for the German Navy at least as far back as 1924, through 
a shadow firm in Holland. 

In the early years after World War I much of the German 
military reconstruction was carried on through agents in 
foreign countries. In the field of aviation, Dornier set up a 
firm in Switzerland. Heinkel set up a shadow concern in 
Sweden. In spite of the already great fear and hatred of 
Soviet Russia, the Junkers Company established a Russian 
agency, although this step was bitterly criticized in the Reich¬ 
stag on the grounds that no planes were coming back to Ger¬ 
many and the Russians were merely profiting from German 
designs. In addition to the submarines which Admiral Raeder 
admitted were built for Germany in Holland, at least one 
submarine was built in Spain. 

But war production went on even within Germany itself. 
In 1943 Dr. Karl Waninger made a speech in Germany about 
the Work his firm, Rheinmetall-Borsig, had done for rearma- 
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ment. Waninger described how Rheinmetall-Borsig opened 
an office in Berlin, “disguised as a transfer office” but actually 
used to direct the production of artillery. The office was de- 
nounced to the Inter-Allied • Military Control Commission 
but never discovered. In 1922 it moved to Duesseldorf where, 
Waninger said, it continued “under the very eyes of the 
French occupation authorities.” An artillery ränge was estab- 
lished in a deserted part of the Lueneburger moor and finally: 

. a new and small gun factory was set up and started work 
in 1925, despite all sorts of difficulties. The first artillery 
Order actually carried out by Rheinmetall after 1918 was 
destined for the cruisers Koenigsberg, Karlsruhe^ Koelriy 
Leipzig and Nuernberg. We fulfilled this task to the complete 
satisfaction of the German Navy, at the same time creating 
a precedent in the building of triple turrets in Germany, . 

In spite of all difficulties, the ingenious manufacturers 
found ways of producing all the weapons which the General 
Staff needed for maneuvers in developing the Blitzkrieg 
theory of warfare. As has been said, airplanes were pro- 
duced in foreign countries. Pilots were trained in gliders. 
Guns of all caiibers were made secretly in Germany. Tanks 
were forbidden, but a few armored cars were allowed and 
these were converted into experimental tanks. 

Finally, the whole of German war production was co- 
ordinated, long before Hitler, by the Ministry of Defense. 
The Ministry. co-operated with the Association of German 
Industry in drawing up an industrial mobilization plan which 
gave each producer an idea of how much he would be ordered 
to make after industrial mobilization day. Also before Hitler, 
the government gave direct subsidies to encourage produc¬ 
tion in industries essential to war; Steel, light metals, aviation 
engines. 

Of course rearmament could not be kept completely secret. 
Rumors kept coming out of Germany. In 1925 a man named 
Walter Bullerjahn was tried in secret and sentenced to twenty- 
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five years in jail. It developed laler that he had been accused 
of revealing the progress of rearmamcnt. In Hamburg, in 

1928, there was a mysterious explosion which killed eleven 
people; the belief gained strength that the explosion had oc- 
curred in a poison gas works. And Carl von Ossietzky, the 
pacifist editor, was convicted of treason for having revealed 
war secrets in his journal. The war secrets related to secret 
rearming. 

Eventually, much more than rumors came out of Germany. 
The secret of German rearmament became the kind of open 
secret which is preserved only by common agreement. By 

1929, thirteen countries, including France, China, Japan, 
Spain, and Belgium, reported to the League of Nations that 
Germany was their chief foreign source of arms and mu- 
nitions. Cleverness and tremendous determination went into 
German rearmament, but the job could not have been accom- 
plished by Germans alone. There had to be at least tolerance, 
and sometimes support, in the world outside. 

From evidence produced in the hearings of the U. S, Senate 
Committee (under Senator Nye) which investigated the 
munitions industry, it is clear that ranking American officials 
were only able to ignore German rearmament by turning their 
heads. The committee reported that in a meeting which in- 
cluded the thcn Secretary of Commerce Herbert Hoover and 
U. S. delegates to the Geneva Arms Trade Conference of 
1925— 

. , Mr. Dulles [of the State Department] stated that not- 
withstanding the fact that it was known that Germany was 
exporting arms and munitions, it was not possible from a 
diplomatic standpoint to mention Germany or any of the 
Central Powers in this Connection sincc they were supposed 
to abide by the treaties ivhich put an end to the World War” 

In the Same hearings there is a quotation from a report 
by Colonel Simons, of the Du Pont Company, of conversations 
which he had at the State Department in 1925: 
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“It was called to Mr. Dulles’ attention that in the event 
of American firms refusing to build a mill [for gun powder] 
that the Turks would probahly secure German aid in this 
matter. Mr. Dulles said he was well aware of this and that 
he was also aware that powder and other munitions were 
continually shipped out of Germany with the connivance of 
the Allies, since the resulting sales of munitions swelled the 
reparations fund.” 

Other material from the files of the Du Pont Company 
showed that as early as 1924 the Germans were already the 
chief competitors of the Du Pont smokeless power division in 
Europe, running ahead of the Italian and French producers. 
Evidently the Germans had been welcomed back to the ring 
of arms producers, The contagiousness of arms production 
is well known. If German rearmament caused jitters in some 
of the other European nations, this was of little conccrn to 
the arms producers of those nations: it was good business. 
The U. S. Senate Committee’s report on the munitions in- 
dustry cited Colonel Taylor of Du Pont as saying that . . 
a German-English group were attempting to control the mil- 
itary supplies in Europe with a view to large profits through 
the future rearmament of the European nations which was 
destined to take place.” 

When German war production finally hit its full slride 
under Hitler, the effect on arms makers everywhere was 
tonic. The Skoda works in Czechoslovakia, for example, was 
flooded with Orders and had to hire thousands of additional 
workers. The vice-president of the Colt Company in the United 
States commented concerning— “. . . what is happening at 
the Skoda works. Man, it makes my mouth water, and here 
we are, over here, prepared to produce material par excel- 
lence and getting nothing.” 

But even the international co-operation among arms pro¬ 
ducers was of little help to Germany compared to the general 
aid from foreign investors. Once the inflation had been 
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stoppcd and the mark stabilized foreign loans literally poured 
into Germany. Between 1924 and 1930 Germany’s foreign 
debt increased by more tban thirty billion marks. The loans 
were for the most pari private transactions. In total they at 
least offset what Germany was paying out in reparations. 

With the aid of foreign Capital German industry was ex- 
tensively overhauled and modernized. The whole economy 
was put into good shape for all-out production for war under 
the Nazis. Some of the loans went directly to firms which 
figured most immediately in rearmament. 

Krupp was the very symbol of German arms makers. The 
Krupp family fortune was saved in December, 1924, by a 
loan of ten million dollars from Hallgarten and Company 
and Goldman Sachs and Company of New York. With the 
backing of good American dollars the Krupp works were ra- 
tionalized and made ready to produce for another war. 

Vereinigte Stahlwerke was perhaps less important than 
Krupp as a symbol, but more important as a producer of 
Steel. Over one hundred million dollars in long term loans 
went to Vereinigte Stahlwerke. According to a 1945 report 
hy the U. S. Foreign Economic Administration, “It is doubt- 
ful that the trust could have carried out its program of 
expansion and modernization without the support of the 
American investor.” 

The Germany which was turned over to Adolph Hitler had 
already come a long way on the road from Versailles. And 
it had heen given a sturdy shove ahead hy its enemies of the 
past and future. 

IG Farben did not produce guns, plans, or tanks. As far 
as is known, the IG did not raise private armies in the days 
of the Black Militia. Even so, IG was probably the greatest 
single factor in Germany’s preparation for war.' 

It was with genuine admiration that Gustav Stresemann, 
Chancellor of the Weimar Republic, said in 1927: 
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“What have I as a trump in my hands aside from IG and 
the coal people?” 

Let other Companies make artillery and bombers. These 
were the straightforward, relatively simple operations. IG 
Farben tackled the really difficult problems of rearmament. 
And solved them. And became ever more rieh and powerful 
in solving them. 

IG did, of course, have direct connections with the obvious 
kinds of war production. In 1926 IG Farben made a series of 
agreements by which it obtained control over the bulk of the 
German .explosives industry. Two big munitions-making con- 
cerns, the Dynamit-Nobel Corporation and the Rheinische- 
Westfaelische Sprengstoff Corporation, became IG subsidi- 
aries. Through ^he Dynamit Corporation, known as the DAG, 
IG became involved in the international politics of munitions 
making. By 1925 the DAG had already fought a small price- 
war with Du Pont and the Hercules Powder Companies of the 
United States, for a slice of the powder business of Mexico. 
At that time the DAG was kept from the back door of the 
United States only by the threat of American competition in 
other foreign markets. 

Furthermore, IG had firm ties with all of German heavy 
industry, ties which became more binding with the years. IG 
owned its own coal mines and became one of the big powers 
of the Ruhr. Even the Krupp Organization, wholly owned by 
the Krupp family, included on its board of directors Hermann 
Schmitz who was the top man in IG at the time of World War 
II. Altogether, Schmitz was chairman of the board of direc¬ 
tors of at least seven firms. He was a member of the board 
of at least ten others, including the major Steel combine. 
Vereinigte Stahlwerke. IG acquired twelve per cent of the 
stoek of Vereinigte Stahlwerke, thereby becoming the largest 
stockholder in the Steel trust after the German government. 

But IG Farben’s most important achievement was in finding 
Substitutes for critical raw materials. The conquest of the 
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nitrate sliortage was IG’s great contribution to the proionging 
of World War I. The Haber process for snatching nitrogen, 
basic ingredient of explosives, from tlie air, was ready for 
production in 1913. After the war, IG broadened its grip 
on the synthetic nitrate field, both for military purposes and 
for the production of artificial fertilizers. By 1928, Germany 
dominated all nitrate production, whether synthetic or natural. 
In that year 1.7 million tons of nitrates were produced 
throughout the world: of the total, 920,000 tons were syn¬ 
thetic and 677,000 tons of the synthetic were made in Ger¬ 
many. Thus Germany accounted for three-quarters of the 
world’s synthetic nitrate production, nearly half of the pro¬ 
duction of all kinds of nitrates. The old dependence on the 
natural deposits of Chile was gone forever. 

German nitrate production meant IG production. In 1919 
all nitrate producers in Germany had been united into a single 
syndicate under government sponsorship. IG was the biggest 
factor in the syndicate, but ideas of government ownership 
and control were still very strong in the first years after World 
War I. The German government retained the right to name 
and recall the executives of the syndicate. By 1924, the gov¬ 
ernment quietly backed out of the picture and left the field of 
nitrates in the hands of IG: a change was made in voting pro- 
cedures of the governing council of the syndicate so that IG, 
which had had only five out of seventeen votes, now acquired 
twenty out of thirty-three votes with a clear majority. 

Professor Fritz Haber had been the great scientist for 
the IG who showed how to take free nitrogen and free hydro- 
gen and unite them to make ammonia, which, in turn, could be 
made into explosives or fertilizer. Nitrogen, a quite inert 
element itself, was only useful in combinations. And, until 
Haber’s discovery, the combinations of nitrogen had to be 
taken as they were found in nature. Now Haber was loaded 
with honors and took on the role of an elder statesman. This 
gave added significance to his visit to Japan in 1924. 
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In the course of his stay Haber made an address to a group 
of Japanese industrialists. The Speech was some years ahead 
of itself: in effect it was an Invitation to the formation of what 
became the fascist Axis. Haber said, in part: 

. . How did you solve your problems in the military 
sphere? By building a wall around yourselves (and not learn- 
ing from others)? . . . You did the opposite. You used all 
your strength to work with those who were ahead of you. Do 
not your military success'es make you thirst to repeat the same 
performances in the technical fields? . . . Herein lies the Co¬ 
operation between *us, which I have already characterized as 
the only practicable path. It means that we will become Part¬ 
ners in your projects, and lend you men and cxperience, tili 
they have been developed from among your own people.” 

If there was any doubt about the meaning of this speech, 
it was dispelled by another which Haber delivered after his 
return to Germany. In this he outlined the inevitablc conflict 
to come between Japan and the United States. 

The Problem of nitrate supplies was well in hand. Next 
came the problem of oil. Synthetic oil was the special dream 
of Dr. Carl Bosch, who with Duisberg had founded the IG. 
Bosch was much more than a manipulator of corporations. He 
was also a technical man of the highest rank. In 1931 he 
shared the Nobel prize in chemistry with his colleague, Dr. 
Bergius. Herein lay one of the greatest strengths of IG Farben. 
To an extent rarely if ever seen in the business concerns of 
other countries, the leading men of IG combincd both tech¬ 
nical and administrative abilities. This assured complete un- 
derstanding of technical problems at all levels of the Organi¬ 
zation and a powerful, continuous drive toward expansion into 
new fields. 

Dyestuffs had been the foundation of the IG. Dyestuffs 
remained perhaps the steadiest source of profits. Yet the direc- 
tors of IG did not hesitate to pour Capital and research talent 
into the search for synthetic oil and rubber—even though 
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these could not promise quick returns but rather fitted into 
the big picture of German rearmament and eventual conquest. 

Using their war-gained experience with high pressures in 
handling nitrogen fixation, Bosch and the IG chemists solved 
the Problem of making synthetic oils. For a starting point they 
used cheap and abundant German coal. They developed a 
process called hydrogenation whereby a drayhorse was con- 
verted into a greyhound: coal, fit only to be burned in fur- 
naces, was convcrted into lubricating oils and gasoline which 
could be used in automobiles, or tanks, or airplanes. 

The hydrogenation of coal into gasoline caused a revolu- 
tion, both technologically and in the poIitical balance of powcr 
which had been based on control of oil resources. As will be 
seen in a later chapter, it was the entering wedge by which IG 
forced its way into an alliance with the huge Standard Oil 
Company of New Jersey and thereby exerted a stränge influ- 
ence over the American war effort, Let it suffice to say here 
tliat the hydrogenation of coal was the answer to one of the 
main questions facing the German General Staff. Now they 
could plan an oil-devouring war of rapid movement with 
tanks and aircraft, without having an assured supply of nat¬ 
ural Petroleum. 

The German government showed a keen appreciation of 
IG’s work in synthetic oils, The budding industry was pro- 
tccted behind tariffs. By 1931 IG had reached a potential 
capacity of 300,000 tons of synthetic oil per year in its main 
plant at Leuna. In the same year the Bruening administration 
granted IG a further increase in the tariff of gasoline, so that 
in.elfect the government subsidy for 300,000 tons amounted 
to about twenty-four million marks. 

Meanwhile the work in synthetic rubber was also being 
pushed. In November, 1927, Arthur von Weinberg, an IG 
Farben executive in Frankfurt, announced that: “Synthetic 
rubber experiments conducted on a small scale have definitely 
demonstrated the reliability of the scientific formula . . . 
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[but there were production problems] and it may, therefore, 
be a year or two before the artificial product is put on the 
market.” 

When Von Weinberg spoke, the IG had already been work¬ 
ing on synthetic rubber for more than twenty years. Large 
sums had been jspent on the rubber research and much more 
was still to be spent. In 1927 IG had spent only 100,000 
marks on work with rubber. In 1928 the amount increased 
drastically to 2,700,000 marks, and in 1929 it went up to 
3,300,000 marks. After Hitler came into power and rubber 
became a truly critical war item the amount spent for re¬ 
search jumped to around eight million marks per year. 

The technical problems in making synthetic rubber were 
unusually difficult. IG’s work in the field began in 1906 when 
Carl Duisberg ordered Dr, F. Hofmann, a chemist at the 
Leverkusen works, to proceed with rubber synthesis. For years 
the results were meager. Yet the prize was great. In purely 
business terms, the high prices exacted by the monopolists 
who controlled the natural rubber of the Far East offered a 
wide opening for any acceptable substitute which would be 
reasonably cheap. Rubber qualilies of Stretch and bounce 
made it basic to motor transportation. 

ln World War I Germany suffered badly for lack of rub¬ 
ber. After the war, when Allied occupation troops rolled in 
with cars and trucks on rubber tires, German vchicles were 
slowly creaking along on Steel rims. In the plans for a second 
World war, the need for rubber bulked even larger than in 
World War 1. ' 

The first step on the trail to artificial rubber was taken by 
the English chemist Sir William Tilden. Tilden discovered 
that the basic ingredients of rubber were carbon ancl hydro- 
gen, joined in the ratio of five atoms of carbon to eight atoms 
of hydrogen. He also discovered a way to make a synthetic 
substance in which there were the same five units of carbon 
to eight units of hydrogen; he called the substance isoprene. 
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Unfortunately, althougli the ingredients were the same, the 
mixture was very different. There was no apparent resem* 
blance between isoprene and rubber, because in rubber the 
atoms were arranged in a very complex manner. The big trick 
was to get the atoms of isoprene to arrange themselves in a 
more complicated way by a process called polymerization. 
It turned out to bc a difiicult trick. 

The IG scientists followed the lead of the Russian Konda- 
koff and used as a starting point not isoprene but something 
like it called butadiene. They reasoned that the real problem 
was to get something with the qualities of rubber, not neces- 
sarily the chemical and physical duplicate of rubber itself. 
Ultimately this is what they succeeded in doing. 

Düring World War I, IG had only limited success with 
rubber. They produced about 2500 tons of something they 
called methyl rubber which was used for accumulator boxes 
in U'boats. Dr. Duisberg also had at least one pet automobile 
tire made of synthetic rubber which he took around with him 
to Chemical conventions as a portent of things to come. 

After World War I, IG took a big Step forward by dcvel* 
oping a method for making the starting ingredient, buta¬ 
diene, cheaply out of coke and limestone. Then they found 
ways to mix butadiene with other substances, like styrene, 
and came out ffnally with the famous buna-N and buna-S rub- 
bers with which they fought World War II. These were the 
same buna rubbers which American chemists had to figure 
out how to produce when the United States was caught short 
at the beginning of the war. 

Nitrates, oil, and rubber: in all three cases the IG had suc¬ 
ceeded in making Germany independent. When armored ve- 
hicles rolled on buna-S tires or treads, powered by synthetic 
gasoline, the German General Staff knew that rearmament 
was in its last stages. Now the war could Start whenever 
Hitler gave the signal. 



6 

The Quiet War 


Before Hitler, Germany was busily rearming. After Hitler 
carne to power in 1933, Germany went to war. It took six 
tense years before the first shots were fired. But the war had 
actually started long before that. It was quiet war: war by 
Propaganda; war of spies; war for political advantage; and 
above all, war of economic aggression. 

The key to the whole period of economic warfare was 
given by Carl Duisberg in a Statement of IG foreign policy 
which he made in March, 1931: 

“For the ultimate solution of the European problem, the 
question of economic relations with France must still be set- 
tled, and a closed economic bloc-from Bordeaux to Odessa, 
as the backbone of Europe, must be created.’’ 

A great deal of the economic warfare of the Germans fol- 
lowed the patterns of normal business. That is, much of what 
the Germans did could be termed merely “cartel-building.” 
In this respect IG Farben was out and away the leading Ger¬ 
man concern and probably the leader in the entire world. 
Düring the period between the two world wars, IG was tire- 
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lessly spreading a network of cartel relations which eventu- 
ally covered every part of the world. In almost every case IG 
was the dominating element in the cartels it 'entered. 

Cartels proved to he an eifective weapon for German busi- 
nessmen operating in the interest of the Fatherland. Through 
the System of cartels which IG, for example, was able to 
build up, a main center in Germany could virtually dictate 
the amount of chemical production in almost any country on 
the continent of Europe. And Chemicals, of course, are as 
important for war as for any normal peacetime industry such 
as textiles or agriculture. While relying on their own scien- 
tists to maintain technical leadership, IG could nevertheless 
keep constant wat'ch on all new discoveries in the other coun> 
tries through patent pooling agreements. 

With a few more Steps, economic pressure, still perhaps 
in the category of sharp trading, passed over the borderline 
into clear-cut aggression. The widely spread sales Organiza¬ 
tion of IG was used to plant Nazi agents in. strong posts 
throughout the world. The international network of the IG 
was used to siphon all kinds of ihformation from other coun¬ 
tries back to the intelligence centers of the Nazi Party and 
the Wehrmacht. The spy of fiction is a lurid figure who 
emorges in disguise from the underworld. In striking contrast, 

' Germany’s most effective intelligence agents were solid, re- 
spectable businessmen, selling excellent goods and advanced 
industrial techniques. 

When World War I ended, IG had apparently been driven 
out of foreign markets. Both its patents and its foreign agen- 
cies were taken over by the Ailies. The budding structure of 
cartels seemed to be broken. But IG Farben retained its Ger¬ 
man plants and above all its technical prowess. IG was as 
fearsome a competitor as ever, and the dye and chemical 
producers were as hungry as ever for a share in IG patents. 
W’ithin ten years, IG had regained its place in foreign trade 
^nd within twenty years, at the outbreak of World War II, 
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IG was at the center of the whole international cartel structure. 

The first Steps, and they were taken within only a few 
years, were loose alliances with Swiss and French dye makers. 
The three main Swiss concerns—Ciba, Sandoz, and Geigy— 
formed a cartel of their own in 1920, and soon afterwards 
reached a working agreement with IG. The bulk of the French 
dye business was in the hands of two concerns: Etablisse¬ 
ment Kuhlmann (with its afiiliate. St. Clair du Rhone) and 
the Societe des Maticres Colorantes de St. Denis. 

By 1926 the French and Swiss firms were co-operating with 
IG under an oral agreement. There was a provisional written 
agreement between the Germans and French in 1927. And in 
1929 relationships were crystallized into the Continental Dye 
Cartel. There were six parties to this cartel; three Swiss, two 
French, and IG. Together the six firms accounted for eighty 
per Cent of the value of dyestuffs produced in the world in 
1927. The strength of IG was as the strength of more than tcn, 
whether or not its heart was pure: by terms of the cartel IG 
was given seventy-five per cent of the export quota. The whole 
World, exclusive of the United States, was broken into exclu¬ 
sive market areas. Joint sales olTices were operated by the 
cartel. Now IG could compete with outside producers in the 
limited world market with the strength of the entire European 
dye trade behind it. 

The next step was to force the English chemical industry 
into line. Following the lead of IG the major chemical firms 
of Great Britain in 1926 had organized into a single concern, 
the Imperial Chemical Industries, Ltd. In size and strength, 
ICI was second only to IG in Europe. From the Start there 
were some cartel links between ICI and IG. ICI included the 
British Nobel interests which had already come to terms with 
DAG and Koeln-Rottweill, Germany’s (and IG’s) contribu- 
tion to the international munitions ring. By 1932, the heads of 
the British ICI were ready to admit that they could not hope 
to fight the Continental bloc under IG and they joined the 
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cartel. There were still somc areas, like Czechoslovakia, Ru- 
mania, and the Middle East in which fierce rivalry between 
British and German chemical interests continued, but for the 
most part the English had accepted the leadership of IG. 

The crowning achievement of IG’s cartel building was the 
series of agreements reached with American corporations. On 
the basis of IG’s process for turning coal into gasoline a 
broad alliance was made with Standard Oil of New Jersey. 
Strong links were established with the Ford Company. Not 
quite so successful were the negotiations with the leading 
American chemical concern, Du Pont. Bargaining went on for 
years between IG and Du Pont without their reaching an over- 
all agreement. But because both IG and Du Pont had compre- 
hensive agreements with the British ICI, the two giants of 
the World of chemistry avoided a showdown fight; the terms 
of their agreements with ICI at least had to be consistent. 

The great wealth and resources of America made it the 
final goal of any plan of economic aggression. How far IG 
had penetrated into North and South America and how it had 
crippled the American war effort after Pearl Harbor will be 
told in later chapters. 

Some of the foreign Companies which entered into IG- 
dominaled cartels were strong enough to deal with the Ger¬ 
mans more or less as equals. Many others were simply bought 
out by IG. With the branclies which IG had abroad, this 
gave IG a System of foreign holdings and assets which cov- 
ered nincty-three countries on all the conlinents of the earth. 
To list IG’s foreign holdings would only be tedious and be- 
wildering: there were about five hundred of them. Many 
were raajor concerns in their own right. For example, Norsk- 
' Hydro, which moved into the empire of German Chemicals in 
the middle of the 1920’s, was a leader of Norwegian indus- 
try and a largc-scale producer of nitrates. For a Starter, IG 
acquired twenty-six per cent of the stock of Norsk-Hydro; 
French interests retained financial control, but this, too, 
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passed to tlie Germans after the debacle in 1940. A cartel 
agreement assigned to the Norwegians their place in the Ger¬ 
man System of marketing and production. Finally, IG acted 
as the sales*agency for all of the products of Norsk-Hydro. 

Düring World War II Norsk-Hydro was a frequently dis- 
cussed bomb target. It was reportedly a centcr of heavy water 
experiments—the same experiments which gave Allied intel- 
ligence some anxious hours trying to judge how far the Nazis 
had delved into the secrets of atomic fission. Today, in lib- 
erated Norway, Norsk-Hydro is in full production again. It is 
one of the most promising parts of the old IG Farben network. 
According to evidence in the record of the U. S. Senate s Kil- 
gore Committee, an American agent of the IG named Carl 
Peters came to Germany after World War II in a U. S. 
government job, He had to be sent home because he was using 
his official position to pick up broken threads of old relation- 
ships. It is significant that he was particularly interested in re- 
establishing contacts with Norsk-Hydro, 

According to its own books IG in 1943 had an interest in 
two hundred forty-eight foreign Companies. Yct careful In¬ 
vestigation after the war was over revealed that the true num- 
ber was practically double that. The difference is explained 
in one word: Camouflage—a difficult art in which Hermann 
Schmitz was considered by his colleagues to be a master. 

To all appearances a camouflaged firm had no essential 
Connection with IG. Ownership generally was supposed to rest 
in the hands of citizens of the particular country in which the 
Company was located. Close inspection would reveal that op- 
erations were actually controlled by agents of IG Farben, 
but in the eyes of the law the firm was independent, 

A prime example of Farben Camouflage in the United 
States is the General Aniline and Film Corporation. General 
Aniline and Film, when the United States entered World War 
II, called itself an independent Corporation with no relation 
to IG Farben. Yet it had been created originally by IG Far- 




94 


IG FARBEN 


ben, under the name of American IG. The stock of the Cor¬ 
poration was held, not by IG Farben, but foresightedly by 
another corporate dummy sct up by Farben—IG Chemie of 
Switzerland. It is to be observed that when all this happened, 
in the late 1920’s, IG Farben was , not so bashful about tag¬ 
ging its foreign agents with the mystic symbol “IG.” But after 
the war started, Hermann Schmitz went through all the legal 
motions of severing the ties between IG Farben and IG Chemie 
of Switzerland. He hoped naturally that this would remove 
such valuable properties as General Aniline and Film from 
the category of German, and, therefore, enemy Companies 
into the safe haven of the neutrals. Incidentally, if anyone 
wondered during the war why Germany did not take over 
Switzerland, this is an important pari of the answer. Since 
IG Chemie now called itself an independent and neutral Swiss 
Company, and since IG Chemie still held much of the stock 
of General Aniline and Film, the latter also called itself a 
neutral Company free of German control. As a German Or¬ 
ganization it would be seized by the U. S. government. If it 
passed muster as a neutral, it would be free to continue in 
business as usual, More than a year after the end of the war, 
the Status of General Aniline and Film had not been deter- 
mined. Hermann Schmitz had woven ,his legal web of con- 
cealment with consummate skill. 

IG Chemie was perhaps the most important link in IG 
Farben’s chain of camouflaged holdings. It was established 
in Switzerland in 1928 with the full name of “Internationale 
Gesellschaft für Chemische Unternehmungen.” IG Chemie 
■was created by IG Farben. Hermann Schmitz was president 
of both organizations. IG Farben guaranteed the dividends 
which would have to be paid by IG Chemie, It was provided 
that IG Farben could at any time take over IG Chemie at 
its book value. 

And then with one bold stroke Schmitz declared IG Chemie 
independent, IG Farben would no longer guarantee dividends 
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or be able to take over at will. Schmitz was no longer Presi¬ 
dent of the Swiss concern. 

Actually, of course, the old ties were still there. The bank 
which handled lG Chemie’s financial matters, H. Sturznegger 
and Company, was one of IG Farbcn’s foreign assets. IG Far¬ 
ben retained its friends (and agents) in the management öf IG 
Chemie. But the legal formalities were rigidly observed and 
the remaining ties deeply concealed. Schmitz’s personal secre- 
tary, a nervous, middle-aged woman, was interrogated at 
length on this point by American ofiicials. In a series of 
interviews punctuated by frequent breakdowns and hysterics, 
the secretary doggedly maintained that she knew nothing at 
all about Schmitz’s dealings with IG Chemie after the Sep¬ 
aration. In the end, after every possible technique of ques- 
tioning had been exhausted, the interrogators were almost 
convinced: Hermann Schmitz was so secretive that his own 
personal secretary did not always know what he was doing. 

Geheimrat Schmitz did not practice the arts of corporate 
Camouflage just for the pleasure of proving his own virtuosity. 
There was the obvious reason that Germany was heading 
straight for a war, and foreign holdings would have to be 
concealed to prevent seizure by possible enemies. And there 
were other advantages, such as tax evasion, as well. An inter- 
office memorandum found in the files of IG Farben in Frank¬ 
furt gives a frank account of the reasons for using Camouflage. 
According to the document, IG started the process of Camou¬ 
flage of foreign agencies as soon as World War I ended. The 
main features of concealment were: . . to establish such 

Companies as firms of the law of the country concerned and 
to distribute the shares of these firms in such a Way that the 
participation of IG in these firms was not shown.” 

The advantages were many: 

“The ‘Tarnung’ [camouflage] in the past has not only been 
of great advantage in the coramercial and tax Situation which 
figured in many millions, but also in the consequence of this 
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war ihe System of ‘Tarnung’ gave us the chance in a large 
scale to secure our Organization, the investments, and the 
advance of our outstanding claims.” 

Besides avoiding heavy taxes frequently levied against 
foreign concerns, the camouflaged IG agencies were protected 
against boycott. Thcre were no difficulties with currency reg- 
ulations. Details of IG operations were conccaled. And after 
the Allied blockade was thrown around Germany, IG’s Orders 
were lilled by its cloaked agencies. 

Some of the brasher Nazi agents opposed the IG System 
of Camouflage. They wanted the glories of Hitler’s Reich pro- 
claimed in every possible way. As the IG memorandum says 
(in translation by one of the IG officials): 

“In case of gaining this war, the mightful Situation of the 
Reich will niake it necessary to re-examine the System of 
‘Tarnung’. Politically seen, it will oftcn be wished that the 
German character of our foreign selling Companies is openly 
shown. In this respect already before this war strong wishes 
of the A.O. [Nazi foreign agency] became loud . . .” 

Whether the war was won or not, IG had no Intention of 
dropping Camouflage in all countries. The U. S. anti-dumping 
act of 1921 was an obstacle which the Germans intended to 
continue to by-pass. As the memorandum says: “The U. S. A. 
Antidumping Act will remain. Therefore, continuing of the 
‘Tarnung’ in Australia and Canada, just to have two free and 
independent importers in these countries [to whom German 
goods would be sent at cut prices to conceal the fact that 
dumping was being practiced in the United States] . . .” 

There is nothing new in the use of intelligence Services— 
including spies and informers—by private business. Thcre is 
the famous story of Baron Rothschild receiving news of the 
Rattle of Waterloo ahead of cabinet officials, and making 
£1 killing with the Information. Hugo Stinnes operated a per¬ 
sonal information Service with agents all over Europe; some 
them would have been most at home in a novel by Eric 
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Ambier. But the spy work of IG Farben was done on an un- 
precedented scale. So complete was the coverage of every 
important aspect of conditions in foreign countries that Far¬ 
ben became one of the main props of both Wehrmacht and 
Nazi Party intelligence. 

The head of the IG spy ring was Max Ilgner. Ilgner was a 
dynamic and ambitious young man, the nephew of Geheimrat 
Schmitz and a member of the Vorstand or board of managing 
directors. Officially he was known simply as the Director of 
Finance for IG. But his oflRce, called Berlin NW 7, had func- 
tions far removed from finance. 

Like his uncle Schmitz, Ilgner appreciated the value of 
secrecy. He ran his olEce with a strong hand and none of his 
chief assistants had a complete picture of the whole Opera¬ 
tion. Ilgner had early joined the Nazi Party and maintained 
relations with such party leaders as Goebbels. When one of 
the IG men, Gattineau, became involved with Ernst Roehm 
at the time of the 1934 blood purge and was jailed, Ilgner’s 
influence in party circles was powerful enough to have him 
released. But it was evident in the course of his interroga- 
tions that Ilgner took most pleasure in recalling the days 
before Hitler took over when he met with Germany’s elite in . 
the Herrn Klub, the inner circle of Junkers and financiers 
which included Von Papen and General von Schleicher. 

The largest scction of NW 7, and the one which had the 
main intelligence function, bore the innocent title of Statis- 
' ticaPHepartment. The functions of the Statistical Department 
were described by a Farben oflicial as follows: 

“Such tasks and work were to prepare ... all records, 
flies, reports, maps, and figures, that were appointed [sic] by 
the officers of the OKW [army supreme command] ; to com¬ 
plete them out of other archives at the disposaPof the OKW 
by news and reports entering IG Berlin NW 7; . . . to prepare 
reports and maps about Industries and agricultural produc- 
tion abroad, considering especially the ‘engpasse’ (bottle- 
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necks) in capacilies and raw materials. To make inquiries 
about production . . . (and) to prepare reports about the 
economical Situation of foreign countries . . 

All of the functions described here are well within the 
normal run of intelligence operations. What is remarkable is 
tlie fact that the Supreme Command of the Army, which 
boasted of having the most highly developed stalf in the world, 
should call on a private business concern to do this work for 
it. Even more remarkable is Ilgner’s own admission that 
relations ivith the OKW begatt as far back as 1928. 

As always, IG operations were cloaked in the utmost re- 
spectability. Ilgner’s director of statistics was a Dr. Reith- 
inger who had been considered one of the outstanding statisti- 
cians of Germany. Reitliinger had traveled in many countries 
including the United States, England, Russia, and France 
(the most important potential enemies of Germany) and in 
each country met with leading statisticians and economists on 
a basis of scientific interest and arranged the exchange of 
Statistical data. 

IG’s intelligence work was well appreciated by the Army. 
The following letter was sent to the chief salesman of IG, 
Georg von Schnitzler, by Colonel Piekenbrock who was a 
counter-espionage ofiieer for the OKW: 

“I would like to inform you that I am sbortly leaving Berlin 
and my present office to take over a command at the front. 
I feel particularly urged to thank you for the valuable Co¬ 
operation which you have extended to my office. I shall always 
retain pleasant memories of the personal and official collab- 
oration with you. 

“I should like to take this opportunity of asking you to 
give the same support to my succcssor, Lieutenant Colonel 
Hansen. i 

“With many thanks and Heil Hitler . . .” 

The Army thought so highly bf NW 7'd general intelligence 
■vvork and of its more specific Jobs like the making of bomb 
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surveys for the Luftwaffe that one of Ilgner’s serious Prob¬ 
lems was to prevent the OKW from bodily taking over whole 
sections of NW 7. The problem -was solved by putting some 
of the younger men in uniform and letting them stay on their 
old jobs in the IG Farben intelligence Service. 

The Berlin NW 7 office was the center of the IG intelligence, 
but the business end of the Operation was in foreign^countries, 
including the United States. Surprisingly little news of Nazi 
spies or of action against them reached the American public 
either during World War II or in the preceding years of 
growing tensiori. This was in striking contrast to World War 
I in the course of which ranking diplomatic figures, such as 
Franz von Papen, were implicated in espionage. 

The F. B. I. did make headlines with a few investigations 
shortly before the outbreak of World War II. But the results 
were not overwhelmingly impressive. A pair of Nazi agents, 
Dr. Ignatz Griebl and Werner Gudenberg, evaded arrest and 
escaped from the country on German passenger liners. A hand* 
ful of others, quite evidently small fry, were arrested: they 
included a hairdresser, Johanna Hofmann; a former soldier, 
Guenther Rumrich; Otto Voss, an aviation mechanic; Erich 
Glaser, a soldier in the air corps. After the war had started, a 
head-on assault of Nazi spies and Saboteurs was stopped when 
the agents who were landed by submarine were picked up on 
the eastern seaboard. 

But still there was no public evidence of a general and 
effective System of Nazi espionage. As one writer (Richard 
Wilmer Rowan, in Secret Agents Against America) noted 
sardonically in 1939: 

“During the great Nazi spy investigation—without one ex- 
ample of a great Nazi spy—the legal representatives of the 
United States government worked out a method by means of 
which they were certain to leave this case just about where 
they found it. Whenever a German suspect appeared cheer- 
fully hefore Federal officials in New York and said he would 
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be glad to teil all he knew, he ceased to be a suspect, even 
though he told them all he knew. It proved to be an unbeat- 
able ruse in making for the exits which led straight home to 
Germany.” 

The fact that there was little published evidence did not, of 
course, mcan that there was no Nazi espionage in the United 
States. It did not even mean that no counter-steps had been 
taken by the F. B. I. or U. S. Military Intelligence. It is an 
axiom of counter-intelligcnce that an enemy agent under ob- 
servation can lead to further information, whereas once he is 
arrested all liries are broken. But it is certain that the small 
araount of revealed information was misleading in one re- 
spect: The Nazis did not have to depend on beauty parlor 
operators and army deserters as their only agents. 

Following the collapse of the German Imperial armies in 
November, 1918, Germany’s military leaders reviewed every 
phase of their operations. They examined, they criticized, they 
planned anew. Out of defeat came new ideas. Ludendorff and 
Von Seeckt preached the doctrine of sudden and total war. 
The head of intelligence for the German General Staff, Colonel 
Walther Nicolai, took the over-all approach of Ludendorff 
and developed from it what Gurt Riess has termed the concept 
of “total espionage.” 

According to the German military theory developed be- 
tween the two world wars, every resource of the nation, from 
the entire economy out through every political organ, would 
be organized in complete support of a mechanized and sharply 
trained army which would strike suddenly and with over- 
whelming force. This became the well-known pattem of the 
Blitz. And back of this System of lightning war stood a revc- 
lutionary approach to espionage. In the ideas of Colonel 
Nicolai, Mata Hari and the soldier-spy operating in a half- 
dozen different uniforms were as dated as attrition by trench 
warfare. The lurid specialist out of a half-world was no 
longer enough. Every foreign link of the entire nation should 
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be used to pick up information and funnei it back to the 
intelligence center. 

For this new type of espionage what could be more per- 
fectly suited than business concerns trading in all parts of 
the World and dealing with important tecbnical information 
as a matter of daily routine? For espionage in Russia, 
Colonel Nicolai used flrms like Borsig and Frölich—Klupfel— 
Dehlmann. In dozens of other countries throughout the world 
the network of IG Farben was ready at hand. 

The United States was so important in German plans that 
IG found it necessary to set up a special Organization—called 
Chemnyco, Inc., of New York—to siphon out technical data 
of military importance. 

Chemnyco was a small and compact firm. It used only 
about thirty employees. Its ofiicials for the most part were 
American citizens. Its stock was held in the names of Ameri¬ 
can citizens. Some of the most important names in the top 
rungs of IG Farben were associated with Chemnyco at one 
time or another. There were Walter Duisberg, son of the 
eminent Carl Duisberg; Dietrich A. Schmitz, brother of Her¬ 
mann Schmitz; and Rudolph Ilgner, brother of Max Ilgner. 
IG’s leaders had sent men whom they could trust to represent 
them in America. When the men who operated Chemnyco 
were not related by blood to the principal leaders of IG in 
Germany, they were at least reliable German-Americans with 
unmistakable sympathies. For example, the last president of 
Chemnyco was an industrial chemist named Karl Hochs¬ 
wender. Hochswender had been trained at the best German 
universities and within the IG in Germany. He was sent to 
the United States early in the 1930’s to take part in discus- 
sions with Standard Oil; he remained and became a citizen. 

Hochswender fared well in the United States. He lived 
the life of a well-to-do New York suburbanite. He was a 
member of good clubs as well as of the Deutscher Verein, 
He made contributions to the Deutsches Haus of Columbia 



102 


IG FARBEN 


University, the American Committee for the German Relief 
Fund, German-American Charities, Inc., and the Gerraan- 
American School Association. 

Hocliswender was counted on in the campaign to build 
sympathy for the Nazi state. In October, 1938, he received 
a letter from Fredcrick Heuser, the director of the Deutsches 
Haus of Columbia University, which stated: 

. . When one considers that the University is heing 
flooded with anti-German books from all sources, it is very 
important that the German side should also find considera- 
tion . . . You must help us if we are to keep up this work 
on behalf of a better understanding of the Greater Germany.” 

And in May, 1939, he received a similar letter from 
Heuser: 

_ / 

“As I am going to Europe the end of this week, partly 

on Deutches Haus business . . . might I ask you whether you 
would not make at this time the same contribution as last 
year? 

“I do not wish to appear importunate, but as you may well 
imagine I am sincerely concerned about our work which was 
rarely so important as just now.” 

Oflicially, Chemnyco was known as a “technical Service” 
agency. Its sole dient was IG Farben. Just how such an 
agency could ferret out industrial-military intelligence is 
clearly indicated in an inter-office memo of the IG, discov- 
ered in Germany, which outlined the duties of Chemnyco: 

“To make on request of the IG visits, examinations, in- 
vestigations and estimates of technical, financial, industrial, 
pr economic natiire of each planned or existing industry . . . 
and to give if wanted a thorough report. . : 

“, . . To examine on request of the IG, American patents, 
processes, or inventions from the scientific, technical, com- 
jyiercial, and practical point of view . . . 

. . If the interests of IG make it necessary, to take over 
^he mentioned tasks for Canada.” 
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Much of the information dug up by Chemnyco can never 
be known. When U. S. government agents came to seize the 
files of Chemnyco, shortly after Pearl Harbor, they found 
Rudolph Ilgner in the process of destroying what he evi- 
dently considered his most important papers. Even so, 
enough of them were left to be of interest to several U. S. 
Military Intelligence officers. There were detailed reports on 
more than fifty countries, apparatus for secret communication, 
aerial photos of the New York area, and a variety of indus¬ 
trial blueprints'. There was information concerning railroads 
and highways. Chemnyco’s collection of maps was particu- 
larly complete: there were maps of coal mines and electric 
transmission lines; diagrams of industrial installations; maps 
of oil basins, refineries, pipe lines, and oil tanker routes; 
there were topographical maps of U. S. shore lines and har- 
bors; and one map bore the title, “West India Islands and the 
Approaches to the Panama Canal.” 

As stated earlier, IG’s central office in Berlin for collecting 
foreign intelligence was the Statistical section (known as 
“VOWI”) of NW 7, under the direction of the itinerant sta- 
tistician Reithinger. Rudolph Ilgner channeled his infor¬ 
mation directly back to VOWI and Reithinger—and the 
Wehrmacht, When the war began, Communications became 
more difficult but information continued to go through. On 
October 11, 1939, Rudolph Ilgner wrote to his secretary: 

“According to advice received from VOWI the last letter 
they seem to have received was dated August 18th. Will you 
please advise Mrs. Conner to use two envelopes in the future 
of which one is to be addressed to Mr. Reithinger, Berlin 
NW 7, Unter den Linden 82, Germany, and this envelope to 
be placed into another one to the following Company: 

“A.R. C.A. Aziende Riunite Colorante 
“Affini S.A., Milano 5/6 

“Via Luigi Galyani 12, Casella Postale 3593. . .” 

After America’s entry into the war, Chemnyco was taken 
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over by the U. S. government and by April, 1942, it had been 
liquidated. But the men who liad operated Chemnyco re- 
mained. None of them was molcsted throughout the war. 

Rudolph Ilgner, for example, temporarily retired from 
Business and operated bis farm, Rudlyne, near Canaan, Con¬ 
necticut. Ilgner was born in Cologne. He fought in World 
War I, received Iron Grosses of the first and second dass. 
Later he was in tlie Free Corps fighting in the lower Rhine- 
land. He scrved his business apprenticeship. with a Berlin 
bank and one of the IG firms. Then in 1923 he was sent to 
New York, and by 1930 had become an American citizen. 
His entire business career was spent in chcmical firms affili- 
ated with IG Farben. He became the head of the “statistical 
unit” of American IG (it may be noted that Reithinger’s sec- 
tion of Berlin NW 7 was also called “the Statistical depart- 
ment”) and in 1937 he transferred over to Chemnyco as vice- 
president with his whole unit. 

Ilgner was a successful and accepted mcmber of the busi¬ 
ness Community. The war interrupted his Services for IG 
but as peace slowly took shape there was nothing to prevent 
his relurn to American business life. 

When American forces took up tbe occupation of Germany, 
IG Farben’s role as a war-maker was already clearly under- 
stood. To eliminate IG and its influence was an established 
part of American policy. Everything discovered in the course 
of investigation in Germany reinforced this policy and 
demonstrated that IG and its ranking personnel would have 
to be brought as war criminals before a Nuremberg tribunal. 
And yet—IG leaders in the United States, including men 
implicated in direct mililary intelligence operations against 
tbeir adopted country, sat out the war in apparent security— 
safe, comfortable, and still eminently respectable. 



In most countries where IG did not set up special intelli¬ 
gence agencies like Chemnyco, NW 7 was represented by 
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special agents called Verbindungsmaenner. These men were 
generally well-established sales representatives of IG whose 
spy Work could be carried on under the cloak of everyday 
business. To assure their interest in the job they were paid 
extra sums of money directly from Berlin. 

Part of the work of the special agents was business routine; 
for example, they made surveys of conditions before the IG 
would undertake construction of new foreign plants. In part 
also they were responsible for keeping IG informed on poli- 
tical developments. And part of their work was straight mili- 
tary espionage. Reports from Latin America included details 
on port facilities, ship and convoy movements, shipments of 
war materials, construction of key bridges and highways, 
and development of air and naval bases. 

It was inevitable that IG Farben’s efiicient System of inter¬ 
national agents would be used by the Nazi Party for its 
political work abroad. The Nazi foreign agency was called 
the Auslands-Organization or “AO.” To Start with there was 
friction between the well-established Farben agents and the 
newcomers of the AO. But matters were soon enough taken in 
hand by the energetic Max Ilgner. He was able to report on 
returning to Germany from Latin America in 1936 that: 

. . Cooperation with the German authorities during the 
last years . . . has improved and been intensified, and also 
in particular the Cooperation with the foreign Organization of 
the Nazi Party is continually developing in a more and more 
positive direction.” 

The reason for the more successful Cooperation with the 
Nazi Party was made clear in another report by Ilgner the 
next year, in 1937: 

. . in no case will men be sent to our foreign Companies 
who do not belong to the German Labor Front and who do 
not possess a positive attitude toward the New Order. The 
men who are to be sent should make it their special duty to 
represent National Socialistic Germanhood . . . upon enter- 
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ing our Companies they are to make contact witli the (local 
branch of tlie Party) . . . and rcgularly participate in their 
mcetings. . . The sales department should see to it that an 
appropriate amount of national socialistic literature is given 
to them.” 

The Services which IG performed for the Nazis abroad were 
many. On the theory that once a German always a German, 
business concerns in foreign lands were expected to help 
preserve German culture by building up purely German in- 
stitutions. IG contributed liberally to help build German 
schools, German churches, German hospitals, and German 
social cliibs throughout the world. IG also made heavy contri- 
butions to finance Nazi Party cells abroad. Records found in 
the main files in Frankfurt indicated that between 1940 and 
and 1942 a sum of nearly ten million marks was sent to Nazi 
foreign agents through IG’s Bayer agencies alone. 

When it came to fostering Nazi Propaganda Farben used its 
own influence directly without bothering about intermediaries. 
Xf a foreign newspaper was unfriendly to the Nazi State IG 
withheld its advertising. IG forced one of its American 
satellites, Sterling Products, to follow the same policy. In 
1938 a letter went from IG to Sterling demanding that in the 
future advertising contracts should contain— 

, a legal clause whereby the contract is immediately 
canceled if overnight the attitude of the paper toward Ger- 
many should he changed.” To give added weight to this 
admonition, the letter was sent lo a Sterling official who was 
of German origin so that he . . would know the Party in 
Germany was watching him and could watch his Step.” 

One of IG Farben’s most ambitious Propaganda stunts in 
the Service of the Reich was the hiring of Mr. Ivy Lee. Ivy 
Lee, it will be remcmbered, was an American pioneer in the 
art of high-pressure public relations. He had devoted himself 
to the difficult task of changing the accepted picture of John 
P. Rockefeller from that of a tight-fisted industrial buc- 
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caneer (according to Ida Tarbell and Lincoln Steffens) to 
that of an upright old philanthropist doing good works with 
shiny dimes (according to Ivy Lee). In the course of a Con- 
gressional Investigation in 1934 (by the Dickstein Commit¬ 
tee), it developed that Lee had been diligently spreading 
pro-Hitler Propaganda. 

Lee defended himself by saying that he had not been hired 
by the Nazi State, but by IG Farben. In truth, IG had acted 
as the intermediary for Germany. Possibly Lee had been 
thought of as a result of the dose working relations between 
IG and Standard Oil of New Jersey: what was good enough 
for the Rockefellers was good enough for IG Farben. In 
any case, Max Ilgner hired Lee, brought him to Germany, and 
introduced him in the highest governmental circles to make 
bis Work easier. As Lee himself testified: . . Dr. Ilgner 

introduced me to various Ministers. He went with me to see 
Goebbels. . .; Von Papen, the Vice-Chancellor; Von. Neurath, 
the Foreign Minister; Schmidt, the Minister of Eco¬ 
nomics. . 

There is no record of how much good Ivy Lee did for the 
Germans. But at least, he, and IG Farben, tried. He testified 
to having met Hitler and having given public relations ad- 
vice to various high officials. He admitted having received, 
and used, piles of Nazi literature including anti-Semitic 
Propaganda. As he said himself, perhaps with a note of 
depression: “We have received books and pamphlets and 
newspaper clippings and documents, world without end.” 

Pressure through cartels, Camouflage of holdings, use of 
spies, Support of Nazi agents, spreading of propaganda for 
Nazi Germany—in all these ways IG Farben had done its 
bit for Hitler’s quiet war. But perhaps the dosest connection 
to the war effort was through a specially created Army Liaison 
Office, called Vermittlungsstelle W. Dr. von Schnitzler gave 
the background for the Organization of the new liaison office: 

“In 1934 the Wehrmacht became important and with in- 
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creascd tempo after 1936 the Wehrmacht became the promi- , 
ncnt factor in the whole piclure. Since 1934 a strong move¬ 
ment for Investments in our plants for Commodities of decisive 
military importance became more and more pronounced . . . 
Since 1936, ihe movement took an entirely military char- 
actcr and military reasons stood in the foreground. Hand 
in hand with this, the relations between IG and the Wehr¬ 
macht became more and more intimate and a continuous 
Union between IG ofiicials on the one side and the Wehrmacht 
reprcsentatives on the other side was the consequence of it.” 

According to an IG report of December, 1935, the func- 
tion of Vermittlungsstelle W — 

. . is the building up of a tiglit Organization for arma- 
ment in the IG which coiild be inserted without difficulty in 
the existing Organization.. . In case of war, IG will be treated 
by the authorities concerned with armament questions as one 
big plant which . . . will regulate itself without any organi- 
zational influence from outside. . . To the field of work of the 
Vermittlungsstelle W belongs . . . the continuous collabo- 
ration with regard to armament and technical questions (be¬ 
tween) the authorities of the Reich and the plants of the IG.” 

All of this has a somewhat familiär ring. On the surface 
the arrangement does not scem very different from that used 
by American manufacturers and the U. S. government during 
the war. But there are essential differences. IG went to work 
for a Nazi State which clearly was embarking on aggression 
aimed at world domination. And there is also a significant 
difference in time. Close co-operation between American 
government and business really dated from December 7, 
1941. In Germany it began in 1934. And this was reasonable 
enough, too: for the Germans, the war began when Hitler 
became Chancellor in 1933. 

How seriously the Army Liaison Office was taken is indi- 
cated by the man picked as its head. Professor Carl Krauch 
was one of the outstanding leaders of the IG, a combination of 
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scientist and administrator in the old tradition of Bosch and 
Duisberg. Many of the technical men in IG feit that he, 
rather than Geheimrat Hermann Schmitz, should have suc- 
ceeded Bosch as president of IG. Krauch proved so valuable 
that he was put in charge of all construction for the chemical 
industry under Goering’s Four Year Plan and remained in 
a similar post throughout the war. 

As a result of the work started by the Army Liaison Office, 
IG rounded out its full program of war production. All re- 
search was handled jointly with Wehrmacht officers (al- 
though IG never forgot to protect its patent rights along the 
way). The War Office and IG had direct dealings without any 
intervening layers of bureaucracy. And, finally, IG received 
training in how to carry out its opcrations iininterriipted in 
time of war. Starting in 1934, the Liaison Office arranged 
what were callcd ‘‘war games.” IG engineers and Wehrmacht 
officers jointly set problems for each plant, showing what 
to do in casc Marshai Goering’s Luftwaffe should not be 
completely successful and there should be Allied air raids. 
Through the war games they learned where to place air raid 
shelters, what parts of the plants could and should be camou- 
daged, what were the most vulnerable units and how to pre- 
pare to replace them. These preparations paid off handsomely: 
through all the aerial bombardment IG suffered only a thir- 
teen per cent loss in capacity. 

IG Färben might have been luke-warm toward Hitler in 
the early days, but when the chips were down, IG led the 
way for all of German industry in giving the dosest Sup¬ 
port to the Nazi State. It was good business to support Hitler 
—up to the end of the war. The wild-eyed Nazis on the fringe 
of the Party, the ones who had believcd Hitler in his early 
, Speeches when he said he would clip the big monopolies, 
could safely be forgotten.' The bad manners of the Storni 
' Troopers counted for nothing while the profits rolled in. 
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The truth was tliat Hitler understood betler than his pre- 
decessors in the German government what IG was doing to 
make Germany self-suflicient in time of war. He gave the 
Chemical trust even betler support than it had received from 
its own hrst choice for Chancellor, Bruening. 

For example, there was the case of synthelic oil and gaso- 
linc. Here was a croAvning achievement of the IG. Bruening 
supported the IG synthetics with a tariff. But even that was 
not enough. The cost of the experiments had run into millions. 
Natural gasoline was cheap and the synthetic was bringing 
poor rcturns. In 1932 the dircctors of IG had to consider 
abandoning the whole project. At this point two of the best- 
known Nazis in the IG leadership, Drs. Buetefisch and Gat- 
tineau, were sent on a mission to Hitler. He received them 
well, assured them that synthetic gasoline fitted into his pro¬ 
gram; after he became Chancellor he saw to it that the tariff 
on gasoline was still further raised. 

By two of his accomplishments Hitler endeared himself 
not only to the men of Farben but to all major employers. 
There were no strikes in Hitler’s Germany; within a year 
after Hitler took over there was no organized labor move¬ 
ment—only a heroic but dwindling Underground which had 
ceased to be a factor by the time the war started. Also, there 
were no longer any problems of wages and working condi- 
tions. Real carnings stayed at a low level after 1933. The 
sixty-hour weck became common, even before the war started; 
here finally was the answer to the cry of Stinnes and Schacht 
and Duisberg in the 1920’s for more work and less social 
security. One result of the longer work week was a jump in 
the industrial accident rate, from thirty-four per ihousand 
workers in 1932 to sixty in 1938. What employers would 
not gladly have split their profits for a chance to operate with- 
out worry over strikes and wage negotiations? Flitler gave it 
to them free. They had only to produce for a war which would 
he profitable in itself. 
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In the period of economic warfare under Hitler IG Farben 
reached its full scope of production. Starting with dyes, the 
IG had moved into heavy or industrial Chemicals, into nitrate 
fixation, into synthetic oil and rubber, photographic materials, 
drugs, and explosives. In the process IG had become a big 
producer of coal and other basic materials. Now in the last 
phases of preparation for World War II, IG found still 
further fields. As was natural, IG took the lead in making 
plastics. It entered the Held of light metals, tripling its mag- 
nesium production in six years, from 1935 to 1941. 

Back in the 1920’s Professor Bosch had had to worry about 
the Source of Capital to support his new developments. Those 
days were gone. In the first ten years of Hitler’s reign, from 
1933 to 1943, IG was ahle to invest more than four billion 
marks in new plants or expansion of old ones. A great deal of 
the Capital was put up hy the Nazi government. 

All dreams were coming true. Carl Duisberg had talked for 
years about co-operation between industry and agriculture, 
and greater production on farms. Now Hitler brought forward 
his program for making Germany as nearly self-sufficient in 
food production as possible. More intensive farm production 
meant more fertilizer; more fertilizer meant more nitrates 
snatched from the air by the IG Leuna works and more profits 
for IG, as foreseen by Duisberg. 

To a Statistical eye, the prosaic balance sbeet of IG Farben 
for the years from 1932 to 1943 reads like a victory procla- 
mation. IG was always a money-maker. Even in the worst 
years of the depression it showed profits. But after 1932 IG 
hit a bonanza. Each ycar sales and profits took another big 
jump. The gross prolit for 1943 was more than sixteen times 
as great as it had been in 1932. IG Farben was a giant Corpo¬ 
ration whe,n it was first organized in the middle of the 1920’s, 
yet the gross profits of eight hundred and twenty-two million 
marks id 1943 were greater than the total capitalization of 
IG in 1925, 
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And the best was still to come. Until the shooting war began, 
business was somcwhat bound by the normal practices of buy- 
ing and selling. But aftcr the Wehrmacht started its triumphal 
march, the whole contincnt of Europe lay open for outright 
plunder. At the high water mark of Nazi conquest, Dr. Duis- 
berg’s dream of a closed economic bloc from Bordeaux to 
Odessa became a fact. 





Bloody Harvest 


There were celebrations in Germany when the Munich Pact 
was signed on tlie last day of September, 1938. Without bring 
a shot, Hitler had won from Messrs. Chamberlain and Dala- 
dier the Strategie gateway to all of Central and Eastern 
Europe—the horder areas of Czechoslovakia. The next day 
troops under Colonel General von Leeb crossed the Bohemian 
Forest to seize the prize. 

Among the telegrams of congratulations which poured into 
the Chancellery in Berlin was one from the President of IG 
Farben. It read: 

“To the Fuehrer and Reichschancellor Adolph Hitler, 
Berlin: Profoundly impressed hy the retiirn of Sudeten- 
Germany to the Reich which you, my Fuehrer, have achieved, 
the IG Farbenindustrie A.G. puts an amount of half a million 
Reichsmarks at your disposal for use in the Sudeten-German 
territory, (signed) Hermann Schmitz.’’ 

Schmitz was not playing coiirtier when he said he was im¬ 
pressed. A week before the Pact of Munich was signed he had 
concluded a deal with the Nazi government whereby IG 
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would take control of the most important dye works in Czecho- 
slovakia. The 500,000 RM was not a purchase price, hardly 
even a bribe. A week after the troops moved in, an IG man 
was in charge of the Czech dye works. 

For German Big Business World War II was a chance for 
plunder on a scale without precedent in history. On this point 
the teamwork with the Army could not have been better. As 
a spokesman for the German General Staff wrote: 

“The enemy must no longer be able to produce; he must no 
longer plague our lives with renewed competition; he must 
no longer retain a productive industry capable of waging a 
new and perhaps more succcssful war. He must therefore be 
crushed—and his productive forces taken over.” 

On a Summer day in 1945, with the war over and the Ger¬ 
mans left to contemplate their bomb-ruined cities and plan 
another revival, an American oflicer was buttonholed on the 
Streets of Frankfurt by a director of IG Farben. The Farben 
man was in an optimistic mood; many of his fellow-directors 
had been jailed for questioning; he had been overlooked and 
he thought he saw a future for himself. The American was 
one of the team under Colonel Bernard Bernstein investi- 
gating IG Farben. The German asked him: 

“Why do you keep us shut down? We didn’t do things like 
that.” And he grinned. “If we had captured this country, the 
factories would be going faster than ever—producing for us.” 

The Wehrmacht successively overwhelmed Austria, Czecho- 
slovakia, Poland, Norway, Holland, Belgium, France, and all 
the rest of Central Europe. The history of its march was 
written in newspaper headlines. The march of the German 
industrialists did not get into the newspapers, but it covered 
as much ground. IG Farben, for one outstanding example, 
picked up valuable properdes in every country the Nazis con- 
quered. On this point the record established by Colonel Bern¬ 
stein s investigators was so clear that even Max Ilgner, who 
never admitted anything he did not have to, said: 
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“The general policy of the Nazi government in respect to 
the conquered* countries was to take as much out of those 
countries as possible. . . IG played an important role in 
adapting the Industries of those countries to the purposes of 
the Nazi war machine. . . IG acquired new Companies, aug- 
mentcd its participation in other Companies and made a tre- 
mendous amount of new Capital Investments in the conquered 
countries.” 

Another of the Farben directors, Dr. Kuepper, made an 
even more pointed admissionr 

“To my knowledge, IG Farben, its directors and officers, 
fully approved the Nazi aggression against Poland, Czecho* 
slovakia, and France. IG profited considerably from these 
conquests.” 

In general, the record of IG furnishes examples of every 
major crime committed by the Nazis in the course of World 
War II. Where the individual fascist soldier sent home every- 
thing he could lay hands on from sausages to shoes, IG 
grabbed whole factorics. IG played a part in sending millions 
of slave Avorkers from the conquered countries to Work in 
Germany. IG had a secret, but sufficiently horrible, share in 
the Operation of the ghastly murder mills like Auschwitz and 
Maidanek. 

The one Hitlerian crime which most respectacle Germans 
decried in talking to Americans was the campaign of extermi- 
nation against Jews, Perhaps this one was admitted because 
it had been so openly proclaimed for so many years. Invari- 
ably, Farben directors who were trying to give themselves 
clean records in the eyes of the Americans Avould dig out 
of the past the case of some pet Jew Avhom they had helped to 
cscape from the country or stay in business a little longer. 
Yet in spite of all that, as will be seen in the record of 
plunder in each country, IG Farben frequently profited by the 
seizure bf “non-Aryan” property. 
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Austria — 

The taking over of Austria hacl been on the program of 
German nationalists for rnany years before Hitler. In case 
it has been forgotten, Hitler’s stated reason for moving into 
Austria in March, 1938, was that the Austrian Nazi Party 
was being abused. Whatever the reason, the Nazis were in 
Vienna to stay. An American weekly, The Neiv Republic, 
indignantly proclaimed it “Hitler’s Worst Mistake!”; the 
idea was that this time Hitler had so outraged the feelings of 
the World that he could not get away with it. Unfortunately 
some years were to pass before Hitler’s bloodsoaked empire 
was taken away from him, and ihen it was by force of Allied 
arms, a mile at a time, rather than by the power of pure 
Indignation. 

For IG Farbcn the prize in Austria was a leading chemical 
conccrn, the Pulverfabrik Skoda Werke Wetzler. IG had been 
after the Skoda Werke Wetzler for some years, but had been 
unable to buy out the control of the Austrian concern. The 
prcscncc of the Wehrmacht on Austrian soil ended the argu- 
ment. 

The procedurc used in taking over Skoda Werke Wetzler 
was an cxample of what became Standard practice all over 
Europe. The actual control of the firm lay with one of the 
big Viennese banks, Creditanstalt. Creditanstalt was controlled 
by the Rothschild interests. After the Anschluss the Rothschilds 
in turn were controlled by the higher law of Nazidom which 
decreed that thcrc was no room in Europe for anyone tainted 
with Jewish blood. The Creditanstalt was taken over by the 
Deutsche Bank of Berlin. 

The Deutsche Bank was one of what were known as the Big 
Six German banks. It had the advantage of being big, Ger¬ 
man, and safely Aryan. Along with the rest of the Big Six, 
it did a Iremendous business as a respectable fcnce in stolen 
property. 

Max Ilgner had been entrusted with the negotiations for 
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control of the Austrian chemical industry. After the bad blood 
of the Rothschilds had been cleansed by the Deutsche Bank, 
he reported to IG headquarters that “The management of the 
Creditanstalt and the Skoda Werke Wetzler . . . has changed 
. . . We are facing a new Situation.” 

Now finally IG was able to receive authorization from the 
Nazi government to acquire the stock of Skoda Werke 
Wetzler. The IG negotiators quickly broadened their Austrian 
foothold. They picked up several other chemical works, liqui- 
dated a few, and merged all of them into a newly invented 
conccrn, Donau-Chemie A.G. Through Donau-Chemie, IG 
Farben had the entire Austrian chemical industry in its hands. 

That Donau-Chemie was a structure built of stolen goods 
was clear. Dr. von Schnitzler described the transaction as 
follows: 

. . IG acquired the Skoda Wetzler Works from the 
Deutsche Bank which had acquired the Skoda Wetzler Works 
by participating with the Nazi Government in a theft. . 

It was IG’s turn to repay the Nazis, by turning Austrian 
chemistry to Service in Hitler’s war. They not only did this, 
but they greatly expanded Austrian capacity for making such 
war essentials as lubricating oil, high octane gasoline, mag- 
nesium, and chlorine. The expansion program called for ex- 
penditure of nearly two hundred million marks, of which 
about half was put up by the Nazi government. 

Czechoslovakia — 

There was only one major chemical concern in Czecho¬ 
slovakia. This was Aussiger Verein of Prague, fourth largest 
chemical concern in Europe. It was on this Company that IG 
set its sights when Hitler began his agitation about the home- 
sick Germans in the Czech Sudetenland in the summer of 
1938. 

Evidently the directors of IG Farben made an accurate 
cstimate of the intentions of the Western Powers. Months 
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before the signing of the Munich Pact had sent Hitler east- 
ward with Chamberlain’s blessing, IG called a meeting with 
its representatives in Czech agencies. In July a complete 
analysis of the Aussiger Verein was made, so that IG would 
be prepared to Step in at a moment’s notice when the Czech 
border was pried open with British and French approval. 

A week before the march into the Sudetenland, IG had 
successfully completed its deal with the Nazi authorities. Drs. 
Wurster and Kugler, both IG directors, were appointed com- 
missars for the Aussiger Verein plants. And within a week 
after the annexation, Wurster and Kugler were placed in their 
new jobs in the Czech Chemical plants. IG no longer had to 
worry about the Czech dye and Chemical Industries falling 
into other hands; still less did they have to worry about 
Czech Industries staying in Czech hands. 

IG took a long view of its plunder operations. It was rarely 
willing to seize a Company gangster fashion and rest content 
with mere physical control. IG was a conservative Organi¬ 
zation. Questions of title and legal claim might be revived 
some day, after the war was over. Therefore, IG moved in 
behind the Wehrmacht in conquered countries not just to 
seize but to buy properties, on its own terms. 

Drs. Wurster and Kugler were in charge of the Czech 
Company, but the stock was still in the hands of Czechs and 
a Belgian group. IG began negotiations aimed at outright 
purchase. The Czech owners proved stubborn; they liked 
their shares, or perhaps they saw no reason to stand still 
while they were being robbed and so give a legal color to 
the Operation. In any casc, more pressure was required. 

Once again IG worked a squeeze play, this time through 
another of the German Big Six banks, the Dresdner. The 
Dresdner Bank brought pressure to bear on the Czech Zivno- 
stenka Bank with the threat of having that bank itself per- 
manently taken over by the German government. Since the 
Zivnestenka held a large block of shares of the Aussiger 
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Verein, it was able to convince the managers of the chemical 
concern to do business with IG. 

Concerning the remainder of the negotiations, Dr. von 
Schnitzler commented: 

“Seldom has a great international economic agreement con- 
taining so many clauses and covering so many domains been 
concluded so speedily as this. In one day the agreement in 
principle was reached and the lump sum was fixed. . . (Within 
another month) the agreement and all its bylaws were signed.” 

In Czechoslovakia, as in Austria, IG Farben thoroughly 
exploited its breakthrough. Goal mines and other dye works 
were taken over making it possible to organize the entire 
Czech dyestuffs industry into an IG subsidiary. 

Poland — 

In Poland there were three dye Companies which IG 
coveted: Boruta, Wola, and Winnica. Immediately after the 
four-week campaign which knocked out the Polish armies IG 
took Steps to acquire control of all three. 

It can be seen that in all cases IG Farben was particularly 
anxious to take over every possible dyestulf competitor. Dye¬ 
stuffs were the oldest and most basic of IG’s lines of pro- 
duction. Year after year they continued to yield rieh profits. 
Emergency war production might prove uneconomic and 
slacken off but IG expected its dye trade to go on forever. 

With regard to the Polish Companies thefe was another 
consideration. The attack on Poland had finally brought 
England and France into the war. It was to be nearly a year 
before there was heavy aclion on the Western front, but, 
when it came, IG’s old, established plants in Western Germany 
would be vulnerable. The great Ludwigshafen plant, for 
example, was a scant thirty miles from the French frontier. 
Not even the Nazis expected the campaign against France to 
end as quickly as it* did. The plants in Poland would be a 
good hedge against any risk in the west. 
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Negotiations for tlie Polish Companies began one week 
after the Start of the Invasion. Just two days after the fall of 
Warsaw, the Nazi Ministry of Economics placed two IG men 
in Charge of operations at all three Polish dye plants. 

Following usual procedure IG now moved to buy the prop- 
erties. Boruta was the biggest of the three and IG bid first 
for it. But this time there was a hitch. 

Plunder had bccome a highly developed System in the 
Nazi State. The pay-off had to follow inany and devious 
channels. A government agency known as the HTO acted as 
trustee for the stolen property in the east; it refused to seil 
the Boruta works to IG. This time IG was dealing witli SS 
men rather than Bankers. 

Finally, however, in the Summer of 1940, the FITO in- 
formed IG that sale of Boruta would be considered. It took 
another year and a half of negotiations before the sale was 
completed. There is no record of how much was paid to whom 
to grease the way, but Dr. von Schnitzler included the follow* 
ing instructions in one of his letters: 

“Enclosed are copies of my exchange of letters with Dr. 
J. C. Eichenauer. . . As you know, Dr. Eichenauer was highly 
instrumental in (getting) SS Gruppenfuehrer Greifelt (to 
agree) to the acquisition of ‘Boruta’ for the IG, and I there- 
fore request that a very cordial Invitation be sent to Dr. 
Eichenauer.” 

The second dye plant, Winnica, presented a different and 
easier problem. Supposedly, Winnica was owned by IG’s 
French partner in cartels, Kuhlmann. Actually, IG already 
owned fifty per cent of Winnica with Kuhlmann acting as its 
undercover agent. After the conquest of Poland, IG simply 
dropped the cloak and took over its share of the ownership 
in its own name. When France joined the long list of the de- 
feated, and Kuhlmann became a subsidiary rather than a 
partner, IG had entire ownership of Winnica without the in- 
convenience of bartering with SS men. 
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The Wola Company proved easiest of all to knock over. Von 
Schnitzler simply pointed out to the Ministry of Economics 
that the ownership of Wola was non-Aryan. The plant was 
shut down, its, equipment and materials sold. IG bought some 
of the equipment for itself. The proceeds of the sale dis- 
appeared into the complicated channels of Nazi plunder. The 
family which owned the Wola Company received nothing. Dr. 
von Schnitzler did not testify as to whether he had helped 
members of the family to escape from the country. 

Only one dye concern in Poland stayed out of IG Farben’s 
hands. It was a subsidiary of the Swiss dye cartel called Pab* 
janice. The Swiss were asked if they wanted to seil it but re- 
plied that they did not. Pabjanice remained independent 
through the war. It is not likely that Germany feared the 
Swiss Army. It seems probable, therefore, that the Germans 
respected Swiss property rights in return for other Services 
rendered by the Swiss, Services like the protection of the 
hidden link between IG Farben and IG Chemie and the rieh 
IG holdings in America. 

France — 

To the astonishment of every general Staff in the world, in- 
cluding the German, the betrayed French Army collapsed 
after six weeks of attack by the Wehrmacht. Paris, the won- 
derful city of light, was darkened. The French people pre- 
pared for their four years of Hitler’s New Order, four years 
of hunger, degradation, and painful resistance. 

The catastrophe of France was a great windfall for IG 
Farben. There was only one really big Chemical concern in 
France, the Kuhlmann Company, but it was second only to 
IG itself on the continent of Europe. Etablissements Kuhl¬ 
mann was an old partner of the IG in cartels. As Von Schnitz¬ 
ler remarked, “The relations between the German and French 
Chemical Industries have always been somewhat closer than 
the relations between the other producing Companies in the 



122 


IG FARBEN 


dyeslufFs domain.” Now the old partner, fallen on hard times, 
would be taken in as a servant. 

The original plan of IG was simply to see to it that the 
French plants were put to work for the Nazi war effort. But 
it was soon evident that this was unnecessary. The leaders of 
the French chemical industry, headed by Joseph Frossard, 
quickly expressed their eagerness to help in any way. IG 
accordingly raised its sights. Von Schnitzler again was in 
Charge of the negotiations. As he described his own tactics: 
‘T thought it advisable to let them [the French] simmer in 
their own juice and to wait tili they asked for . . . negotiations 
through the official channel of the armistice Commission.” 

Frossard was disturbed by the rebuff to his offer to collabo- 
rate. An IG agent wrote the following description of a meet- 
ing with Frossard in Paris: 

. . After this introduction, during which M. Frossard 
had tears in his eyes, he started to talk about himself. He is 
at present sixty-lwo years old, and if the IG does not want 
to negotiate with him he would be prepared to resign immedi- 
ately. The same refers to M. Duchemin. . , One sees absolutely 
clearly at Kuhlmann’s that Germany will win the war and 
that the Organization of the European economy will be made 
under the leadership of Germany. Frossard offers to put his 
whole industry into the Services of Germany to strengthen 
the Chemical potential for the continuance of the war against 
England. Kuhlmann would be prepared to produce all pre- 
liminary and auxiliary producls for the IG which would be 
desired from the German side. He wants a confidential col- 
laboration. . 

It should be noted that Frossard was not the exceptional 
collaborationist in industry. While a dozen or more French* 
rncn of the resistance might be killed trying to save one 
Allied hier the leading French industrialists were willingly 
accepting the terms of the Germans. Dr. von Schnitzler, from 
bis own experience, testified that: 
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. . based upon the ‘slogan’ of collaboration, an inter- 
course between the German and French Industries had de- 
veloped, which practically included the whole French in- 
dustry. . . 

. I may eite the name of M. Marcel Boussac, the greatest 
industrialist in the textile field. His works were occupied to 
a large extent for direct or indirect Orders of the Wehrmacht, 
and he himself was frequently with German representatives 
at iuncheon and dinner parties. The same applies, as far as I 
can judge it, to the iron and Steel industry, and the work 
done by Schneider-Creusot for the Wehrmacht is publicly 
known.” 

Finally IG allowed the negotiations with the French Chemi¬ 
cal industry to begin. The meetings were held, with all the 
formality of diplomatic convention, in the German resort 
town of Wiesbaden. 

The French repeated their position. They were more than 
willing to help the Nazis, but they hoped they might be allowed 
to retain ownership of their own industry. They proposed a 
broadening of the cartel pact which had existed before the 
war. The most stubborn of the French industrialists, Duche- 
min, was impertinent enough to remind Von Schnitzler of a 
Speech the latter had made in 1937, highly praising the cartel. 

Von Schnitzler replied: “After all that has happened, the 
French standpoint regarding the validity of the cartel must 
be considered an imputation and insult.” 

In the end, with Frossard leading the way, the French ca- 
pitulated. The entire French chemical industry, including, 
besides Kuhlmann, the St.-Denis and St.-Clair-du-Rhoone com- 
4. panies, was organized into one new concern called Francolor 
S.A. And IG was given fifty-one per cent of the stock of Fran¬ 
color. There were eight members on a Council of Administra¬ 
tion for Francolor, four from IG and four representing the 
French. As a reward to Frossard for his co-operation he was 
allowed to be president of the Council. The French com- 
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panies gave up everything to the IG subsidiary: their plants, 
their land, their foreign holdings, their patents, and processes. 
IG saw to it that all Jews vvere removed from positions in the 
French Companies. French Chemicals were completely re¬ 
moved as a threat to IG in foreign markets. 

According to the Statements of IG officials, the least valu- 
able parts of the French property to them were the patents 
and manufacturing processes. IG had maintained a safe lead 
over French chemistry in tcchnical progress. And this tech- 
nical advantage remained an aclive dangcr even after the war 
was over and France liberated. It was quite possible that the 
French chemical industry, in the hands of men like Frossard, 
would want to re-enter cartels to get the benefits of German 
methods. On this point Von Schnitzler had no doubts. He 
stated for the American investigators: 

“I am certain that the French industry would be only too 
glad to resume cartel relations with IG.’’ And he added with 
perhaps a note of liopefulness, . . If this supposition of 
mine is right, I am ready to claborate more fully the propo- 
sitions which are adapted to the present Situation.” 

Plunder was IG Farben’s main contribution to the Nazis’ 
roster of special war crimes. But IG also had a hand in some 
of the simpler and even dirtier crimes. 

When the Wehrmacht collapsed and the Allied armies 
raced to the meeting on the Elbe, it was revealcd to the world 
that there were as many as fivc million foreign slave workers 
in Germany. Thcy had been seized in their homclands, sent 
to Germany, and held al forced labor. Many told stories of 
being picked up in trucks on the streets of their hörne towns. 
Thcy had no time to pack clothes. They could not teil their 
families. They simply disappeared. 

IG played its part in recruiting slave labor. For example, 
one of the conditions of collaboration with the French Chemi¬ 
cal industry was that several hundred skilled French workers 
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be shipped to Germany for use in the plants there. A few 
carae willingly; tliese wanted to stay in Germany after the 
war was over. The vast majority wanted to go home as soon 
as possible, fair enough indication that they had been forced 
to come. In some of the IG plants, the bulk of the unskilled 
Work was done by slave labor, people brought in from the 
farms of Central Europe. 

And then there was the matter of poison gas. As the war 
developed, poison gas was the one form of chemical warfare 
which was not used. But both sides were prepared for its use. 
On the German side, IG Farben produced fully ninety-five per 
Cent of the poison gases. 

It developed in the course of investigation after the war that 
IG had not been content with the types of gas which had proved 
effective in World War I. Experiments were conducted 
with new and better types. 

These experiments led to the discovery of at least one gas, 
called Tabun, morc deadly than any known before. According 
to IG officials no gas mask of known design would give pro¬ 
tection against Tabun, It had to be handled entirely in glass 
Containers. Tabun apparently was produced in a plant in 
eastern Germany at Dyhernfurth. The IG men who were 
questioned on this point reported with some satisfaction that 
the plant had been completely destroyed before the Russians 
came in. 

The lethal qualities of Tabun were first tried on monkeys. 
The gas was a success. But for the well-trained scientists of 
the IG laboratories a test on aiiimals was hardly conclusive. 
Under the supervision of a Professor Gross, the gas was tried 
again, this time on prisoners from the mass-murder camp at 
Auschwitz. 

Much of the evidencc on Tabun was uncovered by a British 
officer, Major Edmund Tilley. In the course of his investi¬ 
gation he questioned Dr. Fritz ter Meer. Ter Meer was one 
of the half-dozen most important men in the IG: he was con- 
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sidered an outstanding scientist; he had been in charge of 
the reorganizalion of the cntire Italian chemical industry; he 
was a member of the central committee of the IG managing 
board of directors. The following is quoted from Major 
Tilley’s report of Ter Meer’s testimony: 

“Ter Meer was asked if he feit that experiments on human 
beings were justifiable. He argued that . . . no barm had 
been done to these KZ [concentration camp] inmates as tliey 
would have been killed anyway. . 

Unfortunately for Dr, ter Meer and Professor Gross and all 
the Nazis big and small who had a part in the mass produc- 
tion of murder at Auschwitz, they could not kill enough 
people. 


/ 
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Questions and Answers 


Before World War II, to have gölten an interview with 
one of the higher ranking IG Farben executives would 
have been a minor achievement of reporting. The files of 
IG covered acres of floor space, but they were kept tightly 
locked from the prying eyes of Outsiders. 

At the war’s end, the trick of interviewing was mainly one 
of laying hands on the Farben leaders. In going through the 
flies the Problem was to find the important documents in the 
chaos into which they had been thrown. 

What was true of IG was true of Germany as a whole. The 
country lay open for inspection. The right of entry had been 
won at terrible cost, but at least it was finally possible to look 
around, pick up pieces, examine them, and determine what 
had made them run. The chance was unique in history. 

Much more than a historian’s interest was at stäke. Ger¬ 
many had been the outstanding example of the aggressive 
war-maker of the twentieth Century. What was the nature 
of the fascist beast which charged headlong to its own de- 
struction in war? The answer to that question might help with 
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another matter rightly judged to be of some importance: liow 
prevent further war in a world armed with atomic weapons? 

This is not to imply that nothing could be told about the 
Nazis at the full-tide of their arrogance and p'ower. But what 
could be told, sometimes could not be proved, What was 
provcd sometimes did not convince. There are still the eternal 
Problems of Investigation: a multitude of facts, sometimes 
confusing and conflicting; and, an almost equal multitude of 
observers with axes to grind and theories strong enough to 
warp every fact in the World Almanac. But the answers to 
a few basic questions should now be clear enough. 

Who Ran Germany—Hitler or Big Business or the Army? 

After a few years of the Hitler regime it was impossible to 
deny that the starting point, in 1933, had been an alliance 
of the Nazi Party, organized Big Business, the German Gen¬ 
eral Staff, and important scctions of the government bureauc- 
racy. All of the main parties to the alliance said so. Robert 
Brady, American economist, described the German fascist 
state as . a dictatorship of monopoly capitalism. Its 
‘fascism’ is that of Business enterprise organized on a monop¬ 
oly basis, and in full commaand of all the military, police, 
legal and Propaganda power of the state.” 

But a later argument ran: to be sure, Big Business in 
Germany made the decisions which put Hitler in office. It 
was a mistake, stupid perhaps but honest. Once Hitler got in 
he turned on his benefactors. He slioved them aside. And the 
Nazis muscled in, gangster fashion, and took over much of 
Business. The two cases used over and over to prove this 
thesis are those of the Steel magnate Thyssen and the sprawl- 
ing state combine, the Hermann Goering Werke. 

Thyssen of coursc was one of Hitler’s earliest benefactors. 
And he was indeed thrown out of Germany. There is nothing 
in the least remarkable about this. If there is anything re- 
jnarkable, it is the fact that there were not many more cases 
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like Thyssen’s. What business community in the world is so 
Stahle that it has no “turnover”? In building up fortunes 
there is constant ebb and flow. Wlicn Richard Whitney was 
sent to jail, it did not follow that American banking and in- 
vestment had passed into the hands of the courts. 

The main fact in the Thyssen case is this: Thyssen was a 
maker of Steel, but when he was driven frorn Germany there 
was no change in the ownership and control of the German 
Steel industry. The Krupps remained as entrenched as they 
had been since the nineteenth Century. The great trust. 
Vereinigte Stahlwerke^—with which Thyssen himself had been 
affiliated—was in essentially the same hands in 1945 as in 
1932. Canny businessmen like Flick simply moved over and 
occupied a little more space at the directors’ table. 

As for the Hermann Goering Werke, it was a serious 
business competitor. Dr. von Schnitzler of the IG commented 
bitterly that in the loot of Czechoslovakia the pickings were 
slim because “Goering took everything over for himself so 
that there was no opportunity of the IG technicians to devclop 
anything in Czechoslovakia.” In this connection Von Schnitzler 
forgot to mention that IG mercly absdrbed the whole Czech 
Chemical industry. But the Goering Werke was something 
to worry about. After the seizure of Belgium, IG engaged in 
long and inconclusive confiict with Goering for complete 
control of the important Belgian Solvay Chemical Company. 

Aiid once again the remarkable thing was that there were 
not more cases of this sort. The sudden emergence of new 
fortunes may be interesting but it has certainly happened 
before. In the United States during both world wars,' many 
large fortunes emerged from nowhere. Some already estab- 
lished fortunes became very much bigger—as, the Kaiser 
and Victor Emanuel interests. In the Goering case, political 
influence paved the way for business success. And this is 
not unknown in the United States either. Mr. George E. Allen, 
frequently mentioned in the press as an entertainer of Presi- 
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dents, ran up an impressive string of corporate directorships. 
As an entertainer, Goering could only be compared with the 
Emperor Nero, but the difference is not essential. 

The same things can be said about the generals. There were 
some political casualties: Von Blomberg and a few others. 
But what nation went into and camc out of World War II 
with the same all-star line up of generals? Of the ranking 
officers in the German Army in the last stages of the war, only 
Rommel and perhaps a few, like Milch, from the Luftwaffe, 
were not pure-bred Junkers. Once again, the remarkable 
thing is how little effect the Nazis had on the ppper circles of 
the officer corps. 

For one Thyssen there were dozens of the most important 
magnates who retained all their Privileges and prestige and 
prospered. Similarly, for every Von Blomberg, there were 
Von Bocks, Von Leebs, Von Rundstedts, and Von Mannsteins 
who preserved the full tradition of their war-making dass. 

As far as profits and plunder are concerned, IG Farben is 
a demonstration of how well German Big Business fared 
under Hitler. As far as special Privileges go, Germany in 
1945 was full of cases which showed that the old Privileges 
were flourishing without check. There were still Company 
towns run at the pleasure of a big industrialist, like the shoe 
manufacturer Richard Freudenberg in Weinheim. A Farben 
director walking through the streets of Frankfurt, or a 
Vereinigte Stahlwerke official in Duesseldorf, was greeted 
by a succession of obsequious bows, hat-raisings, and heel- 
clicks. 

Frankfurt-on-the-Main was headquarters town for IG 
Farben. Frankfurt was too big lo fall in the ordinary category 
of a Company town, but it was dominated by IG more thor- 
oughly than, say, Pittsburgh ever was by the Mellons or any 
cornbination of Steel makers. The Frankfurter Zeitung^ prob- 
ably Germany’s most internationally famous newspaper, was 
Jjoth owned by Jews and anti-Nazi in policy. The paper was 
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suppressed, naturally, by the Nazis. Its editor, Heinrich 
Simon, escaped to the United States and was killed under 
mysterious circumstances on a Street in Washington. The 
Frankfurter Zeitung was started again, not by the local 
Gauleiter Sprenger, but by IG Farben, operating character- 
istically through a cloaked syndicate headed by a Professor 
Brunner. 

Before Hitler, President Schmitz of the IG had been per¬ 
sonal adviser to the Chancellor of Germany, Bruening. After 
Hitler, Schmitz became an honorary Reichstag member and 
an almost equally high-ranking IG official, Professor Carl 
Krauch, became Goering’s trusted adviser in the carrying out 
of the Four Year Plan and, later, on the industrial problems 
of the war. 

From all the evidence the fascist state came into being 
as an alliance of Big Business, the Army, and the Nazi Party. 
The alliance was preserved in full force to the end. If there 
was any adapting, it was on the part of the Party which 
moved closer to business by purging its own radical and anti- 
monopolist members. 

Would Survivors of the 1944 Plot Against Hitler 

Curb IG Farben? 

A favorite pastime of investigators in Germany after the 
war was over was the hunt for anti-Nazi Germans. There were 
a few. Outstanding among them were the few survivors of 
the concentration camps, blessed with great strength, limit- 
less will, and luck. These few, it might be added, suffered 
profound disappointments during the first year of their 
liberation. 

The most overt move against Hitler had been the plot of 
July 20, 1944, ied by a coalition under Dr. Goerdeler. The 
Goerdeler plot therefore was the subject of analysis by many 
branches of Allied intelligence. The plot had come reason- 
ably dose to success. It therefore had important support. 
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Presumably some pf thc supporters were still around. Were 
they the people around whom a new, free, peaceful Germany 
could be built? 

The answer, flatly, is: NO. The reasons are worth giving 
because the suviving supporters of the Goerdeler plot have 
an excellent chance of taking a place among the next rulers 
of Germany. If this occurs, IG Farben in one form or another 
will probably emerge again. 

Goerdeler’s backers were, indced, inlluential. They in- 
cluded members of families in the upper circles of both busi- 
ness and the Army. They were, in short, the same kind of 
people as those who managed IG Farben. A German woman 
belonging to a family which controlled one of Gcrmany’s two 
biggest electrical concerns was employed as the manager of 
a mansion set aside as a billet for an American general officer 
in Berlin. She commented sadly on the loss of blue blood in 
the failure of the Goerdeler plot: 

“The ones we didn’t lose on the Eastern Front we lost on 
the 20th of July.” 

The people behind the July 20th plot were so influential 
that they would have stood a fair chance of turning Hitler 
out of office at any time after 1933. It is therefore particularly 
significant that they waited tili the middle of 1944, when their 
chances actually were poor because the Nazis had been so 
long entrenched and many of their potential supporters had 
been frightened off in the belief that it is bad to make violent 
changes in the midst of a war; 

They waited as long as they did because up tili July, 1944, 
they had been satisfied with Hitler. There was no sign of the 
plot when the first attacks were made on Austria, Czecho- 
slovakia, and Poland. There was even less sign of dissatisfac- 
tion when the Wehrmacht had overrun all of Western Europe. 
But by the middle of 1944 the Nazis were being driven out of 
Russin. And in June, 1944, the Anglo-American armies made 
good their landing in Normandy. It was clear finally that Ger- 
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many was beaten. Even more, it was clear that there would be 
no negotiated peace with tlie Western Albes which would en- 
able Germany to continue the war in the East with new support. 
And so, one month later, the Gocrdeler plot was tried. Hitler 
was to be killed, not because he was wrong, but because he 
had failed. 

The high government ofiicials, business leaders, and Army 
officers who supportcd Goerdeler were as ultra-nationalistic 
as the Nazis. War was as much a natural part of their think- 
ing as of Hitler’s. They were simply a more purely aristocratic 
elite, rather than a bee.rhall elile. And they are all the more 
dangerous. “Denazification” and “demilitarization” were set 
as the major goals of Allied occupation in Germany. The 
goals will never be reached as long as only the old Street 
fighters of the Nazi Party are removed. Most dangerous of all 
were the upper crust of business, the government bureaucracy, 
and the Army who could claim they were against Hitler— 
after June, 1944. 

Do Cartels Stabilize International Relations? 

The record of IG Farben is so clear-cut an answer to this 
question that it is only worth while discussing because the old 
cartel argument has been revived again in spite of everything 
that has happened. 

A cartel stabilizes nothing. It merely records a relationship 
between great producers which exists at a particular time. 
The cartel may be written as a contract for one hundred years 
but, as changes occur in the relationship of the signers, it will 
fly apart, sometimes with explosive violence. The force which 
destroys cartels is the faster development of one or another 
of the parties. And because the weaker parties in cartels are 
kept in place while ihe stronger continue to grow, the cartel 
becomes a perfect breeding place, first of economic war and 
finally of a shooting war. 

The most perfect irony in the history of cartels was the 
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signing of the permanent peace treaty between British and 
German business at Duesseldorf on the very day that Hitler 
was repudiating the Munich Pact by marching into Prague, 
thereby outraging even Neville Chamberlain. The whole 
history of IG Farben demonstrates that cartels do not even 
stabilize themselves, much less international relations be¬ 
tween governments. 

Probably the clearest case was that of France. There IG’s 
cartel links had been particularly binding. They had also 
becn particularly effective. French chemical output had been 
materially reduccd at a time when IG was blandly expanding. 
And whcn IG was far enough ahead, and shared in the victory 
of the German nation, the cartel was not even modified. It 
exploded into thin air and the French chemical industry was 
taken over bodily. 

Political alliance was no safeguard, either, Records of the 
IG indicate that the leadership was thinking seriously about 
the day when it would have to take over the chemical works of 
the Fascist ally, Italy. Cartels accomplish many things, in- 
cluding the raising of prices and burying of inventions, but 
they do not add to the peace of the world. 

Must a Cartel Be Ineßicient? 

One of the hopes of somc anti-monopolists is that the big 
monopolies will defeat themselves. The monopolies become 
too big, so the argument runs. They become unwieldy and 
incfficient. They speed up their own decline by repressive 
practices. The smaller independent producer, if he is willing 
to take chances with new methods, can leap ahead. 

There is nothing had about this hope. It suggests that there 
can he an easy escape from the grasp of cartels. The main 
thing wrong with it is that it does not square with the facts. 

It is true that IG Farben sometimes held back new products 
or methods. The sulfa drugs are a case in point. But by and 
large, IG’s main stock-in-trade was aggressive pursuit of new 
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technical developments. There were American carlel partners 
of the IG who were willing to rest on what looked like assured 
markets and therefore held back new developments. IG rarely 
was willing. No matter how big IG Farben became, its ef- 
ficiency remained genuinely impressive. IG was willing to 
risk huge Investments in new processes. And tliese risks did 
not constitute waste. IG’s birds generally came home to roost. 

By the account of some Germans who ought to know, the 
Nazi war effort was not the miracle of efficiency which the 
oatside world sometimes was led to believe. Hitler’s architect 
and minister of war production, Speer, told Americans that 
there were many flaws in Nazi production. War produc¬ 
tion for World War I may have heen more efficient. Hitler 
was hampered in some ways by his own Propaganda. The 
German women had been told, for example, that their place 
was next to the cow: they could divide their time between 
kitchen and bedroom and raise more warriors.^ As a result, 
even at peak of production, there were relatively fewer wo¬ 
men in industry in Germany than in England or even in the 
United States. What saved the Nazi economy was the ready 
co-operation of collaborationist industrial leaders through- 
out Western Europe. 

But IG, at least, nevcr lost ground lechnically. To the very 
end it maintained its successfui combination of scientists and 
businessmen in its leadership, To judgc from the rccord of 
IG, big monopolies cannot be expected to fall of their own 
weight. Where monopolies act against public interest, the 
Solution of the problem is political. Certainly there is no 
automatic safeguard in purely economic forces. 

Is Germany Through as a War Menace? 

In the American zone of occupation in Germany only one 
town of any size escaped serious damage. The one exception 
was the beautiful old university town of Heidelberg. Munich, 
Frankfurt, Stuttgart, Nuremberg—all ’ are smashed and 
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broken eitles. The town of Wuerzburg was almost ,obliterated 
in one twenty-minute air raid at the end of the war, when a 
Nazi Commander refused to surrender the town. Berlin is a 
huge place, sprawled out over as much space as Chicago. You 
can walk all day through Berlin streets and never pass a block 
in which most of the buildings were not damaged. In Berlin 
the damage was done dose up, with artillery, mortars, and 
grenades, in Street fighting on the most colossal scale, For 
most of the other cities destruction came from the air. 

At first glance it looks as if Germany were ruined beyond 
hope of repair. It is hard to conceive of another war menace 
rising out of such wreckage. 

And yet, by the careful estimates of IG Farben engineers, 
IG at the end of the war had suffered a loss of only thirteen 
per Cent of its productive capacity. The estimates for the 
rest of German industry are not far from this percentage. A 
great mass of evidence about the Status of industry was gath- 
ered by the U. S. Strategie Bombing Survey. The air forces had 
an important part in making the survey: if there were any bias 
it would be in the direction of proving that bombing won 
the war. And the Strategie Bombing Survey demonstrated 
conclusively that the bulk of German capacity to produce was 
intact. In spite of all damage, German industrial capacity 
was greater at the end of the war than at the beginning. The 
greatest single bar to production was the breakdown of all 
transportation; and this had largely been brought about by 
the Germans when they blew up their own bridges. 

On dose inspection it turned out that it was very mucli 
easier to destroy most of the houses in a city than to hit a 
particular factory—even by daylight and even assuming one 
really knew where the factory was. It turned out that a factory 
building could absorb tremendous punishment, until it looked 
like a complete wreck, without serious damage to the ma- 
chinery on the inside. And it turned out that the Germans, 
through their practice with war games starting back in 1934, 
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were excellently prepared to make good any damage done. 
They turned their tremendous over-supply of machine tools 
to good effect, and plants which had seemed to be destroyed 
were back in Operation sometimes in a matter of weeks. 

In this war Germany was beaten on the battlefield, not by 
economic pressure. In the last days of the fighting Germany 
was still able to produce. And it will be able to produce 
weapons full-blast again long before the people in German 
eitles have moved out of cellars—unless much more equip- 
ment is taken as reparations than has been taken so far. 

As for the majority of the German people, there is no evi- 
dence that they would not today blindly follow another call 
to arms. The Nazi Party as such would undoubtedly be re- 
jected by the Germans, It led the way in a losing vWar. Yet 
the bulk of Germans who teil foreigners eagefly that they 
were never Nazis, will indicate in the next sentence that they 
are intensely nationalistic. At least in Western Germany, 
hatred of Russia is still virulent; hatred of the French is 
only a little less so. Every American in Germany has seen the 
^^PPy reaction among Germans at any sign of tension between 
the Western Allies and Russia. 

Of course Germany no longer has the most powerful army 
in the world. But Germany can still fight. Its industry is still 
potentially strong. And above all, Germany remains the cross- 
roads where most of the raain issues of international relations 
are joined and must be settled. 

Could ^the German Drive to War Have Been Stopped? 

Clearly, after Hitler was installed as Chancellor of Ger¬ 
many the world had run out of alternatives, Hitler talked 
war, he acted war, he meant war, This was clear enough 
before 1933; it Was unmistakable afterwards. So the question 
changes to one of dnmestic German politics: could a fascist 
regime have been prevented? Looking backward into history 
it is easy to say that everything was inevitable, just because 
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it did happen: the actual events are wriltcn into headlines, the 
alternatives fade away. Yet Hitler’s backers did not take his 
victory for granted. They could not easily shake off the fact 
that the Socialists and Communists together drew thirteen 
million votes. The Nazis themselves, in the best position to 
raeasure the slaughter of opponents in the concentration 
camps, did not relax and open their memhership books until 
1937. Then, feeling secure, they took in several million eager 
opportunists, to reach a total membership of seven million. 

For Hitler’s backers in Big Business, the issues were always 
clear. At any particular time it was possible to dicker with 
businessmen of other nations, strike a bargain, and record 
a division of markets in a cartel. But this only concealed the 
true dynamics of the Situation. The German cconomy was 
the fastest expanding in Western Europe. What was an ac* 
ccptable split of markets in one year would be unsatisfactory 
a few years later, This was why the frantic attempts at ap* 
peasement—the throwing to Hitler of successive chunks of 
smaller nations—were hound to fail. Sooner or later Hitler 
would bite into the solid meat of Great Britain and France. 

The case of IG Farben illustrates how clearly the German 

industrialists saw what lay at the end of the road. Some of 

IG’s heaviest investments during the 1920’s were in synthctic 

nitrates, synthetic gasoline, and synthetic rubber. These were 

investments which could only pay if Germany was cut off 

from the much cheaper supplies of natural gasoline and 

ruhber. And when that happened the world would be at war 

or dose to it. Thus Germany’s greatest Corporation was will- 

ing to gamblc its future on the coming of war. The managers 

of IG understood that, short of revolution, there would be no 

curbing the aggressive, outward drive of German Business. 

/ 

Did the Nazis Aim at Conquest of the Whole World? 

After the fall of France the Nazi government requested the 
IG to submit its plan for running the Chemical Industries of 
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all conquered territories. The idea evidently was not a new 
one to IG Farben. Within a short time IG came back with a 
“New Oi’der” plan, running to hundreds of pages in füllest 
detail. Tlie New Order Plan of IG Farben gives a clear 
picturc of just how much the Germans thought they could 
handle. 

With respect to the conquered countries the plan was com- 
plete. Every phase of busincss in such countrics as France, 
Belgium, and Holland would be run for the best intcrcsts of 
Germany. France, for example, would not be allowed to 
produce more pharmaceuticals: German production was 
ample and needed no competition. The Dutch photographic 
production would be stopped. In one section the IG writers 
express a sort of grudging admiration for the completeness 
of the Dutch quinine monopoly—before proceeding to 
sketch tbe way in which the quinine monopoly would be 
swallowed up in Germany. 

At the time the government ordered the plans to be drawn 
up, in the Summer of 1940, the English armies had been 
pushed out of Continental Europe at Dunkirk. Evidently the 
Germans expected a negotiated peace with England. Based 
on tlie notion of such a surrender, the plan called for an 
offered to British industry of the Option of continuing as a 
German satellite, with the Germans taking a thirty per cent 
share of English concerns, and English markets sharply 
limited. 

Plans for Eastern Europe, and particularly the Soviet 
Union, were curiously vague. In part this may have been 
caused by the fact that IG’s information Service in Russin 
was not as good as in other countrics; a group of IG agents 
had been ex pelled from Russin in 1932. After the war some 
of the Färben ofFicials revealed the anxiety they had feit 
about a fight with the Russians. Evidently not sharing the 
opinion of the American Chief of Staff, that the Red aräiies 
would last only a few weeks, they already feared that the 
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Wehrmacht might be destroyed in Russia. 

But there was nothing backward about their plans for the 
American continents. They figured on exactly the same kind 
of economic warfare which had preceded the shooting war 
in Europe. Latin America was the first target; and the United 
States was the main enemy. As Dr. von Schnitzler wrote, 
. outside of Europe the United States was the only strong 
country with which Germany had to reckon. Therefore we 
wrote in the ‘New Order’ that we intended to keep Germany 
as strong as possible militaristically in relation to the United 
States. We could accomplish this only by limiting the pro* 
duction of armaments in Latin America. We did not want in 
the event of an eventual conflict with the United States to 
permit Latin America to supply the U.S.A. with war ma- 
terials.” 

As a part of the fight in Latin America it would be neces- 
sary to keep American business from retaliating in Europe. 
For example, the IG plan stated in connection with France 
that: “.. . it is necessary to remove the Americans from [the] 
French production scene with every means at our disposal.” 
And the Farben men further said that “. . . we ought not be 
too much concerned as to the means we are to be allowed to 
use.” 

None of this planning was derived from Hitler’s book, 
Mein Kampf, It was the hardheaded, detailed schedule of 
businessmen. Yet it was in the same spirit as Hitler’s most 
power-drunk oratory. The Nazi State proposed to dominate 
just as much of the world as it could effectively reach. And 
as will be seen in the next two chapters, German business did 
a very successful preliminary job of infiltrating the Americas. 
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Big Fight—In Waltz Time 


In IG Farben’s blueprint for further aggression, the Neu¬ 
ordnung plan, the United States was always in the center 
of the target. The successive economic attacks on European 
nations were aimed at creating a position from which it would 
be possible to fight on equal terms with the American pro- 
ducers. And meanwhile, the fight against the Americans was 
already under way. 

IG was the most powerful German Corporation. On the 
American side, it would be hard to name a more powerful 
Organization than Standard Oil of New Jersey. The two col- 
lided in.the middle of the 1920’s. Out of the confiict came 
what looked like agreement and stability. Out of the agree* 
ment came some major defeats for the United States when 
the openly declared war began. The battle between IG and 
Standard was never really settled in spite of all the appear- 
ances of friendship. If there was peace at all, it was because 
Standard was willing to make concessions. And Standard was 
willing to make concessions because tbey could be made 
mainly at tbe expense of the American people. 

. 141 
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IG started its attack with a move against Standard’s domi¬ 
nant Position in oiL The attack ended with a rubber shortage 
in 1942 which almost cost U. S. the war. 

Actually the championship bout betwcen industrial heavy- 
weights started in the laboratories of German scientists. 

It has been said that civilization began with the discovery 
of the uses of fire and the wheel. The use of fire down through 
the ages has led to a never-ending search for fueL This search 
has covercd the globc. It has led, by boring, far into the earth’s 
crust. It has led to the Stripping of forests, the exhaustion of 
mines, and the draining of oil wells. In all cases, until the 
super-revolutionary demonstration of controlled atomic 
power, the fuel has always been some form of hydro-carbon, 
the combination of hydrogen and carbon occurring in almost 
infinite variety. In one way or another almost all fuel is the 
result of the sun’s action on plant life, the process known as 
pholosynthesis, through which hydro-carbons are built up. 

The earliest common source of hydro-carbon was un- 
doubtedly lumber, still a useful fuel. Very old and carbon- 
ized wood, in the form of coal, was found to be a much more 
eflicient fuel. The industrial revolution was based largely on 
the discovery of efiicient ways of Converting the energy stored 
Up in coal into steam power. As the steam engine itself was 
improved the need developed for even more efficient fuel. 
It was found in the form of oil, petroleum. 

Oil in the form of asphalt was used as a building material 
by the Sumerians six thousand years ago. Herodotus described 
oil pits near Babylon. Pliny wrote about the use of petroleum 
in lamps in Sicily. Petroleum was probably the base of the 
terrifying “Greek Fire” which was used in the defense of 
Constantinople all through the Middle Ages. The ancient 
Chinese knew of the use of oil for heat and lighting and the 
American Indian used petroleum as a, eure for rheumatism 
and sold it to the whites as ‘‘Seneca Oil.” But all thesc uses 
of petroleum were on a small scale. 
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The big boom began in Pennsylvania in 1859. Since ihen 
men have hunted oil in all tbe corners of the earth. Produc¬ 
tion which was measured in hundreds of barreis jumped to 
tbousands, to millions, and finally to billions of barreis cach 
year. In 1944 the United States alone produced 1,678 million 
barreis of petroleum. 

Oil made possible the automobile and the airplane. Oil 
revolutionized navies and ground warfare. Oil became the 
basis of power in the modern world. At the Locarno Confer¬ 
ence, a few years after the conclusion of World War I, it was 
reported that oilmen were thicker than politicians in the cor- 
ridors of the hotels. Small wonder, then, that Standard Oil 
of New Jersey was one of the great seats of world power, able 
to bend or break governments in countries all over the world. 
Two South American countries fought a war in the Gran 
Chaco with a big oil Company behind each contestant, 

Germany went into World War I poor in oil resources; 
this was one of the reasons for German defeat. Germany came 
out of the war starvcd for oil and determined never again 
to be caught without an oil supply. At this point, the trail of 
fuel-politics led to the laboratories of Dr. Bergius. 

Goal had been Germany’s most important raw material. 
German research men therefore had experimented widely 
with a bewildering array of coal products. For fifty years 
they had reveled in the brilliant discovery that materials did 
not have to be used by man as they were found in their 
natural state, but that through applied chemistry the natural 
materials could be changed into thousands of forms to suit 
man’s needs. 

In 1910 Bergius had bcgun to work on the idea of making 
light oils out of heavy oils. The heavy oils contain more 
carbon, less hydrogen, than the light ones. Bergius found 
he could make oils lighter by forcing hydrogen into them. 
World War I led Bergius and bis research colleagues to take 
another big step. They had coal; they did not have oil. Why 
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not regard coal merely as an extremely heavy oil, and convert 
it into a light oil, say gasoline, by forcing hydrogen into it? 
The Problem was no easy one, hut one stage at a time, Bergius 
and the research men of the IG solved it. By the middle of 
the 1920’s they had found out how to make huge quantities 
of hydrogen and to force it, under high pressure, at great 
temperature, and in the presence of suitable catalysts, into 
coal products. They could get gasoline out of a coal mine. 
Politically more important, they could operate a mechanized 
army of tanks and bombers and fighter planes without any 
source of natural petroleum. 

IG Farben had never been in the oil business before. Now 
IG negotiators went to America to shop for a deal with 
Standard Oil. Standard was inclined to be aloof—but not for 
long. 

Frank Howard, one of the officials of Standard Oil, went 
to visit the IG people at the great Ludwigshafen plant in 
March, 1926. It takes little Imagination to visualize the barely 
contained glee with which he was shown airound. The repre- 
sentative of the world’s greatest power in natural oil was 
shown the process whereby ordinary coal could be converted 
into the aristocrat of fuels, gasoline. The shock was literally 
heard around the world. Howard wrote to the president of 
Standard Oil, Walter Teagle: 

“Based upon my observations and discussion today, I think 
that this matter is the most important which has ever faced the 
Company since the dissolution [of the original Standard Oil 
Company]. 

“The Badische can make high grade motor oil fuel from 
lignite and other low quality coals in amounts up to half the 
weight of the coal. This means absolutely the independence 
of Europe on the matter of gasoline supply. Straight price 
competition is all that is left, . . 

“They can make up to 100% by weight from any liquid 
hydrocarbon, tar, fuel oil, or crude oil. This means that re- 
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fining of oil will have as a competitive industry in America 
and elsewhere, catalytic conversion of the crude into motor 
fuelJ. . 

“I shall not attempt to cover any details, but I think this 
will be evidence of my state of mind.” 

The show which the IG men at Ludwigshafen had put on 
for Frank Howard shook the great empire of Standard Oil. 
First, there was the immediate threat to Standard in the 
European market for oil. As Howard’s letter stated, com- 
petition now could be only on the basis of price. But any price 
advantage which might be held by gasoline from natural 
sources could, and would, be wiped out by tariffs. Standard 
could be thrown out of Germany immediately; its whole Po¬ 
sition in Europe was weak. The stakes were considerable. 
Standard Oil of New Jersey had been active in European 
markets since 1880, when it had organized a French Company. 
By 1891, Standard had also invaded the market in England, 
Denmark, Germany, and Italy. In Germany Standard oper- 
ated mainly through the Deutsch-Amerikanische Petroleum 
A.G. This Company, operating in a score of German cities, 
had assets of twenty-four million dollars and was ninety-five 
per Cent owned by Standard. With other holdings (as, through 
Vacuum Oil) Standard took care of about half of the German 
market. 

But the European markets were only a small part of 
Standard OiPs new worries. Gasoline from coal by the Bergius 
hydrogenation method was still expensive. But who could 
teil how long the price advantage of the natural oil producers 
would last? Time after time experience had shown prices 
dropping off as methods were improved following some major 
innovation. It would have been business madness to assume 
that gasoline from natural petroleum would always undersell 
gasoline from coal. 

And finally, there was the unpleasant fact that there is a 
great deal of coal in known deposits on the earth and not 
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nearly as much petroleum. Exhaustion of wells is a ghost 
which must stalk the Halls of any oil Company. For a gener* 
ation there lias been the strong possibility of an end to oil 
supplies. Discovery of new fields'keeps pushing the danger 
back but it rernains on the horizon. Goal supply also is 
limited; it will all be gone in a small fraction of the time it 
took to make it in the depths of the earth. But at least there is 
so much of it that in spite of waste and greed and rapacious 
use, it will probably outlast petroleum by many generations. 

By technical advances IG was able to threaten a body blow 
to the great Standard Oil Corporation—and to all oil pro- 
ducers. Because of the threat, Standard was now willing to 
make comprehensive agreements with IG. 

The essence of the agreements which followed was ex- 
pressed by a Standard Oil man as follows: 

“The IG are going to stay out of the oil business proposition 
and we are going to stay out of the Chemical business in so 
far as that has no Hearing on the oil business.” 

As far as Standard’s oil business was concerned, the new 
alliance was a success. The hydrogenation process for making 
gasoline out of coal would haunt the oilmen for the rest of 
iheir days, but at least Standard had been given a chance to 
ride the storm. Within the United States, Standard had con- 
trol of the hydrogenation process; it could temper competi- 
tion by Holding down development. Abroad, Standard allowed 
the Royal Dutch Shell Company to be cut in on the deal 
through the I.H.P.—International Hydro-Patenls Company. 
How Standard saw the use of the I.H.P. was made clcar in a 
Statement of policy in 1935; 

. . . I.H.P. should not attempt to foment interest where 
none exists, [but] I.H.P. should be put in the position of an 
independent patent Holding and licensing Company, and al¬ 
lowed to attempt to seil its process wherever there is serious 
interest in hydrogenation. . . We cannot, by restricting the 
activities of I.H.P,, other than as stated above, expect to do 
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more than retard slightly the development of coal, tar, etc. 
by hydrogenation, and a policy of repression will in all likeli- 
hood lose to us the advantage which is inherent in our present 
Position. On the other hand, the policy outlined above will not 
tend to stir up interest in hydrogenation if it does not already 
exist. If coal, tar, etc. hydrogenation be feasible from an 
economic standpoint, or if it is to be promoted for nationalistic 
reasons or because of some pecidiar local conditions^ it is 
better for us, as oii Companies, to have an interest in the de¬ 
velopment, obtain therefrom such benefits as we can, and 
assure the distribution of the products in question through 
our existing marketing facilities.” 

As one part of the bargain IG had insisted that it be allowed 
to retain control of development of hydrogenation in Ger- 
many. The Standard Oil policy Statement quoted above shows 
how clearly the German position was understood. The “pecu- 
liar local conditions” referred to meant nothing more or less 
than the determination of the Germans to get ready for war 
and the understanding that one of IG’s jobs in the prcparation 
would be synthesis of gasoline, even if it meant loss of money. 

But, of course, this was a part of the bargain which IG 
could have had without the top-drawer business diplomacy 
which went on between the two giant concerns, particularly 
in the years between 1927 and 1929. Even before Hitler, 
and unquestionably after 1933, IG could have conducted its 
work with hydrogenation with full protection of tariffs and 
subsidies. 

The biggest part of the payolT for IG Farben was support 
by Standard Oil of IG’s chemical position all over the world, 
including the United States. A token of the support was the 
fact that when IG organized its American IG Corporation in 
1929, Walter Teagle of Standard Oil of New Jersey acccpted 
a Position on the board of American IG. Wlien the details of 
the formation of American IG were made public and it was 
seen that such American public figures as Walter Teagle, 
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Edsel Ford, and Paul Warburg were on the board, Teagle 
was interviewed. The press carried his explanation that his 
presence on the board resulted merely from his pleasant 
personal relationship with the leaders of IG Farben; at the 
same time he announced that further arrangements were being 
made with IG which would provide for still greater exchange 
of manufacturing processes. 

IG’s Chemical products, particularly synthetic rubber, re- 
ceived much more than a token protection, even against Amer¬ 
ican Companies, with results which were nearly disastrous 
for the United States. 

Two new Companies were organized to carry out the IG- 
Standard Oil bargain in the United States. The Standard-IG 
Company, eighty per cent owned by Standard, held the jointly- 
owned oil patents of the two Companies. Another Company, 
Jasco, was organized to take care of patents for products 
in the chemical field. Jasco was owned fifty-fifty by Standard 
and IG, though IG retained control over patents it originated, 
including all the patents for buna rubber. This meant that 
Standard could deal with American rubber Companies con- 
cerning rubber patents, but only with the permission of IG 
Farben. A limited amount of research by American firms, 
so long as the Controls were held by the Germans through their 
allies in Standard Oil, suited IG perfectly. There was always 
the danger that otherwise American firms would get too far 
ahead with synthetic rubber on their own. This was indicated 
by the testimony of one of the leaders of IG, Baron George 
von Schnitzler: 

“(Question by interrogator): And it was in the interests 
of IG to have American firms experimenting with the produc- 
tion of synthetic rubber under license from the IG? 

“(Von Schnitzler): That is right. I think in 1933 . . . when‘ 

were to discuss more or less different questions along this 
line . . . we were shown for the first time a large round cake 
of neoprene which was ready to be marketed and from the dis- 
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cussions we saw how strong Du Pont was getting in that field.” 

It was one thing to make deals with IG Farben in the happy 
days between the wars when it was possible to talk about the 
Solution of the world’s trouble through cartel building. The 
President of Standard Oil could say that he became a raem- 
ber of the board of the American IG because of his pleasant 
personal relations with IG people. In 1936 he could teil the 
press about his efforts to build trade with Nazi Germany, 
even though the Germans were pinched for foreign exchange, 
by all sorts of ingenious harter arrangements, including the 
shipment to the U. S. of enough harmonicas to provide two 
for every boy in the country. But it was something very differ¬ 
ent to try to hold on to the structure of a cartel when in due 
course the war which had been shaped by such carlels finally 
broke loose. 

At least Standard Oil tried to keep its cartel with IG 
Farben alive, war or no war. As a Standard official said: 

“Upon completion of that agreement [concerning catalytic 
Cracking of oil] the war intervened because our grouping of 
interested parties included Americans, British, Dutch and 
Germans, and the war introduced quite a number of compli- 
cations. How we are going to make these belligerent parties 
lie down in the same bed isn’t quite clear yet. We are now 
addressing ourselves to that phase of the problem and I hope 
we will find some solution. Technology has to carry on—war 
or no war—so we must find some solution to these last Prob¬ 
lems.” 

In October of 1939, a month after the war. had begun, 
Frank Howard of Standard Oil was in Europe trying to find 
a way to keep the Standard-IG cartel alive in spite of the 
war. At a Conference with IG people in Holland an agree¬ 
ment was reached. Howard himself described the job done in 
the following terms: 

“. . . we did our best to work out complete plans for a 
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modus vivendi which would operate through the term of the 
war, whether or not the U.S. came in. All of the arrangements 
could not be completed, but it is boped that enougli has been 
done to permit closing the most important uncompleted points 
by cable.” 

The basis of the agreernent was the Splitting of control of 
the Patents formcrly held-jointly by Standard and IG, Some 
lwo thousand patenls were turned over to Standard, most of 
them oil patents in which Standard already held eighty per 
Cent interest. The rubber patents and others of the same sort 
were turned over to IG, except that Standard retained the 
rubber patents for the United States, France, and the British 
Empire. The closeness of the lie remaining was indicated 
by the fact that even for the patents which were turned over 
to Standard, twenty per cent of all revenues would be credited 
to IG. As Howard said before a committee of the U. S. Senate: 

“The IG could claim after the war, if the contracts were still 
running, an accounting and say, ‘You made so and so much 
money out of these patents in diese three countries. Under 
the original contract which you traded us out of in 1939, 
we would bc entitled to a greater sum than we got. That trade 
you made with us in 1939 wasn’t fair and you have to pay 
US so and so much money.’ ” 

While the negotiations in 1939 were under way in Holland, 
Standard Oil was also keeping itself protected by giving the 
State Department an account of what was supposed to be its 
relationship with IG. Inve'stigation by the Truman Committee 
later showed that in the chart which Standard Oil gave the 
State Department to show its tie-in with IG, Jasco was left 
out, and that, of course, was the Company which held the 
synthetic rubber patents, under IG control. In other respects, 
also, Standard Oil used a free band in its dealings with the 
State Department. In 1941, in spite of a request by Secretary 
of State Cordeil Hüll to break business ties with the fascist 
countries in South America, Standard decided to supply the 
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Fascist Italian airline, Ala Littoria, for six months from the 
Stocks of tlie Standard Oil Company of Brazil. Similarly, 
Standard continued for several months to suppjy gasoline to 
the Nazi German Condor airlines in South America, although, 
according to the report of the Truman Committee, “an over- 
whelming majority of the Companies asked,by the State De¬ 
partment to refrain from doing Business with German Com¬ 
panies in South America had complied immediately and had 
taken whatever losses accrued from it.” 

Apparently the habit of keeping Business ties with Nazis 
was a hard one to break. This was nowhere better shown than 
in the case of rubber. 

America’s war effort was very nearly paralyzed by shortages 
of essential raw materials. The most dangerous shortage of 
all was that of rubber. 

Rubber is, of course, Basic to an economy which runs on 
wheels, powered by gasoline engines. Rubber happens also 
to be the most important of the few key raw materials which 
the United States does not possess within its own boundaries, 
By far the greatest part of our rubber came from the Far 
East, mainly from Malaya and the Dutch East Indies. As was 
learned personally by all Americans who depended on auto- 
motive transportation, the quick victories by the Japanese 
after Pearl Harbor cut the United States completely off from 
its rubber supplies. 

Because of a cartel of the natural rubber producers, the 
United States found itself facing an all-out war without an 
adequate rubber stock-pile. And because of the Operation of 
the IG-Standard Oil cartel, no effective program for making 
synthetic rubber was under way. It took desperate last minute 
Steps to break the Bottleneck; even so the United States was 
pinched for rubber throughout the war. 

The monopoly of the natural rubber producers in the Far 
East was one of the tightest and best guarded in the world. 


I 
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Ironically, it started with a bit of free enterprise, almost to 
the point of piracy, aimed at the rubber monopoly tlien held 
by producers in Brazil. 

In the hot beit all around the world’s Equator there are 
plants whose sap can be made into rubber. By one of the 
freaks of the history of technology, the rubbery qualities of 
these plants for many centuries were known only to Stone 
Age people living in the valley of the Amazon River. These 
Stone Age people learned to collect the sap of the rubber 
plant and coagulate it quickly over fires. They did not make 
any great use of the rubber, but rubber balls made by them 
were brought back to Eürope by early explorers. 

With the tremendous expansion of textile production at 
the beginning of the nineteenth Century a premium was placed 
on finding ways of making fabrics Waterproof. In the 1820’s 
a Scotsman named Macintosh showed that rubber could be 
, used for waterproofing. When, in 1839, Goodyear discovered 
the way to treat rubber with heat and sulphur to make it hold 
its form in all kinds of weather, the boom in rubber was ready 
to Start. 

, The first rubber balls had come from the Amazon Valley. 

The producers of Brazil held fast to their apparently natural 
monopoly. But when the Brazilians ran their monopoly price 
up, the incentive to grow rubber in other parts of the hot beit 
became great. In 1875, an Englishman named Henry Wiek- ^ 

ham, using all the arts of a smiigglcr, managed to hide 70,000 
seeds of the rubber plant under cover of ferns and orchids 
for Her Majesty Queen Victoria’s Royal Gardens at Kew 
and slip them past the Brazilian port officials. Wickham’s 
shipment of seeds became the foundation of the great rubber ; 

plantations of Ceylon and Malaya. Within a few decades 
Brazilian production of rubber was eclipsed. In 1910 the 
Amazon Valley still accounted for more than a third of the . 

world’s production and out-produced the Far East by more s 

than three to one. But the turning point was dose at hand. The 
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automobile boom led to tremendous demand for rubber tires. 
And the increase in production took place on the Far Eastern 
" plantations. By 1920 the Far East had grabbed eighty-nine 
per Cent of the world’s output and the Amazon Valley ,had 
slipped below ten per cent. By 1930 more than ninety-seven 
per Cent of all rubber in the^world was grown in the Far East. 

A new monopoly had been established by ruthless com- 

petition with the old one. And this new rubber monopoly was 

better able to defend itself against further invasions. In 1922 

the British set up a rubber control program known as the 

Stevenson Plan. Export of rubber was licensed, production 

was indirectly controlled, and prices were boosted—largely 

at the expense of the greatest buyer of rubber, which was, 

of course, the United States. 

, * ^ 

There was only one flaw in the Stevenson Plan but that one 
was fatal. The Dutch producers of Indonesia had not been 
dealt into the game. They increased their production and 
destroyed the artificial shortage of rubber. By 1928 the Ste¬ 
venson Plan had been wrecked. By 1932, the price of rubber 
had been forced down to the all-time low of less than three 
Cents a pound (as compared with a high of better than three 
dollars a pound in 1910). It was time to organize a really 
effective international cartel. In June of 1934 the international 
Rubber Regulation Committee was formed, with govern¬ 
mental approval, including this time the British and the 
Dutch as well as all other rubber producers. Production 
was now under air-tight control; even the movement of a twig 
of a rubber plant could be stopped. 

In the face of the international rubber cartel the U. S. 
efforts to stock-pile rubber failed. In 1938 rubber was being 
produced, by design, at less than half of capacity. When the 
war started, in 1939, production was still below sixty 
per Cent of capacity. Even after Dunkirk, in the last half of 
1940, U. S. buyers could not get a relaxation of the produc¬ 
tion quotas. The British and Dutch producers figured that if 
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by any chance the full emergency failed to materialize, a big 
stock-pile of rubber in the United States might enable the 
Americans to control prices. In the first half of 1941, with 
American use of rubber approaching a million tons per year, 
the stock-pile could only be increased by 70,000 tons. And 
after the Japanese took Singapore in December it was too 
late to worry any more about stock-piling. 

Where the cartel of natural rubber producers left off the 
Standard Oil-IG cartel picked up. Synthetic rubber was now 
the only hope of the United States. Without it there would be 
no air force, no armored divisions, and the highways of 
America would soon stand completely deserted. But the chief 
holder of synthetic rubber patents in the U. S. was Standard 
Oil of New Jersey, and Standard had a debt to pay to IG 
Farben for having been cut in on the hydrogenation patents 
back in 1927. 

As has been pointed out, in the early 1930’s IG was willing 
to let American Companies do limited experimental work with 
synthetic rubber. But even then the licensing terms were so 
restricted that the U. S. rubber makers were not willing to 
go into it. A few years later, IG had the process for making 
buna rubber far enough along so that they did not need ex¬ 
perimental work done in the United States. From that point. 
on, no vital Information was sent to IG’s cartel partner, 
Standard Oil, even when Standard requested it. Standard Oil 
had the patents, of course, but these, without the so-called 
“know-how,” were of little value. 

Dr. Oskar Loehr of IG Farben testified to American inter- 
rogators that Standard started requesting details in 1938. He 
was asked: 

“When was the firstjime you turned over the Buna process 
to the American Company?” 

To which Dr. Loehr answered: “As far as I can remember, 
we never did. By process I mean detailed Information as to 
its manufacture.” 
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Standard for its part developed another type of synthetic 
rubber,' butyl, which was superior for some purposes. Full 
details concerning butyl were sent to the Germans in spite 
of the fact that the tralTic was all one way. As Mr. Frank 
Howard of Standard explained the difficulty in a letter of 
April, 1938: 

. . we must be especially careful not to make any move 
whatever on a purely informal, personal or friendly basis, 
without the consent of our friends. We know some of the 
difficulties they have, both from business complication and 
from a national standpoint in Germany, but we do not know 
the whole Situation—and since under the agreement they have 
full control over the exploitation of this process the only 
thing we can do is to continue to press for authority to act, 
but in the meantime loyally preserve the restrictions they have 
put on US.” 

True to their obligations to the Nazis, Standard sent the 
butyl Information. But they did not feel any Obligation to 
the U. S. Navy; in 1939, after the outbreak of war, a repre- 
sentative of the Navy’s Bureau of Construction and Repair 
visited Standard’s laboratories and was steered away from 
anything which might give clues as to the manufacture of 
butyl. 

Standard did not have the full buna rubber Information. 
But what information it did have it only gave to the U. S. 
rubber makers after much pressure by the government when 
war was already under way. As for butyl rubber, Standard 
did not give full rights to manufacture under its patents 
urjtil March, 1942; according to the report of the Truman 
Committee, this did not happen until “just prior to public 
hearings before the committee and subsequent to private 
hearings by the committee on the subject.” 

Altogether, it took investigations by two Congressional com-' 
mittees, a special study by Bernard Baruch at the request of 
President Roosevelt, and the appointment of a “rubber czar” 
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before the U S. was able to break through the bottle-neck 
imposed by IG with the help of Standard Oil. 

At the conclusion of the interrogation of Dr. Loehr in 
Frankfurt, one of the American questioners asked: 

“So, IG was able to suppress completely the synthetic 
rubber production in the United States, was able to use an 
' American Company, Standard Oil, to protect IG’s patents in 
the case of war between the United States and Germany and 
... undermined the military potential of the United States 
. . . Is that right?” 

Dr. I,oehr answered, not without dignity: 

“These are the conclusions which seem to disclose that IG 
|| impaired the military strength of the United States. Yes.” 

* Naturally enough, when public pressure started to grow, 
Standard Oil attempted to defend itself by detailing the valu- 
able Information it had received from IG. Equally naturally, 
though we could not know it at the time, when this information 
reached Germany it caused some commotion in IG Farben. 
Was it possible that IG, and the Nazi State, had got the worst 
of a bargain with the American oil Company? >. 

The jumping-off point was an article in the Petroleum 
Times for December 25, 1943, written by R. T. Haslam of 
Standard Oil of New Jersey. Haslam stated that “secrets 
brought to America from Germany fifteen years ago by 
American scientists have been turned into mighty weapons 
against Germany.” 

The answer was prepared with great thoroughness in a 
report running to nearly three thousand wdrds, by a Commit¬ 
tee of IG scientists to A. von Knieriem, chief lawyer for IG 
Farben and a member of the board. One by one, all of 
Haslam’s claims of benefits received were brutally de- 
molished. ^ 

The Farben scientists took four products which Haslam 
claimed Standard had learned about from IG. For each in 
/ turn, they detailed ■ facts proving that the processcs were 
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well known to Start with and that in any case no vital In¬ 
formation had been transmitted. In connection with iso- 
octane (used for high test gasoline) they said: 

. . it must be noted that particularly in the case of the 
production of aviation gasoline on an iso-octane basis, hardly 
anything was given to the Americans while we gained a lot.”. 

In connection with toluol (coal tar derivative with many 
uses, including the making of explosives) the report con- 
cluded: 

“Therefore, when Mr. Haslam, in connection with Toluol, 
talks of a “miracle” which has fallen to the Americans through 
the hydrogenation process, his Statement is not correct; for 
Toluol, as can be seen from the above, can be produced with- 
out hydrogenation and is in any case not produced by hydro¬ 
genation in America.’* » 

In the case of oppanol (for top quality lubricants): 

“It is evident here too that the Americans were not properly 
inforraed about the development here, which is explained 
by the fact that we left them in ignorance of the fact that, 
using coal as a base, we, ourselves produce the raw materials 
for Oppanol production.” 

Finally, in connection with buna rubber, the report repeats 
the already established fact that no technical information 
was transmitted beyond the patents themselves. 

Still not satisfied that they had thoroughly demonstrated 
IG’s contribution to the Hitler Reich, the IG scientists went on 
to list some of the gains which they had made through 
Standard Oil’s co-operation. They spoke of lead tetraethyl, 
(also for aviation gasoline) without which “the present method 
of warfare would be unthinkable.” They mentioned that 
“. , . the difficult work of development (one need only recall 
the poisonous property of lead tetraethyl, which caused many 
deaths in the U.S.A.) was spared us, since we could take up 
the manufacture of this product together with all the experi- 
ence that the Americans had gathered over long years,” 
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The report mentions other knowledge of oil products gained 
from Standard and then concludes with an account of one 
of the Germans’ most spectacular victories. IG was able to 
build Up a gasoline stock-pile for the Nazi government far 
beyond any possible needs of its own, with the aid of 
Standard: 

“The German government asked IG if it were not possible, 
on the basis of its friendly relations with Standard Oil, to 
buy [$20 million worth of aviation gasoline and oil] as IG— 
[i.e., under its own name] actually however, as trustee of 
the German government. 

“The fact that we actually succeeded .. . was made possible 
only through the aid of the Standard Oil Co.” 

It might be argued that the IG men wrote this report to keep 
the Nazis happy. But the facts in it were confirmed by IG 
officials when there were no longer Nazis to please but only 
American investigators. 


, It is characteristic of American government bureaucracy 
; that no indictment can ever be made bluntly or forthrightly 
; j —if the Organization indicted is big enough and respectable 
' enough. 

The deal between Standard Oil and IG Farben has been 
covered in several government reports, largely based on ex- 
cellent investigation by the U. S, Treasury and the Depart¬ 
ment of Justice. But through the language of the reports 
emerges a pathetic picture of a lumbering colossus of a Com¬ 
pany, vaguely mixing into high international affairs, blunder- 
ingly giving aid and comfort to fascistsj without knowing ex- 
actly what it was doing, 

Thus the Assistant Attorney General, Wendell Berge, in a 
book which is otherwise a strong and courageous indictment 
of cartels, remarks: 

“The ambiguous [!] position in which Standard found it- 
self arises from the fact that Standard never considered that 
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it was making foreign policy, or took into account tlie political 
implications of its acts. We neither expect nor require this 
of our businessmen. After all, they are not supposed to have 
such responsibility.” 

Berge’s predecessor, Thurman Arnold, wrote that: “The 
cartels of the democracy were easy dupes.” 

Tlie report of the Truman Committee, after building up a 
powerful attack against Standard Oil’s part in the rubber 
shortage, says: 

“At the outset it should be stated that there is no question 
of moral turpitude or of subjective unpatriotic motive on the 
part of Standard, or of any of its ofiicials. . . 

. . it would be unfair to view the individual actions ex- 
cept as part of a general picture of big business playing the 
game according to the rules as the Standard construed 
them. . 

Small fry spies and Saboteurs were not treated so tenderly. 

It would appear, at least to this writer, that successful 
business executives may be as clever as government investi- 
gators. If a research man for the Treasury or the Department 
of Justice can understand that there was a Connection between 
the Standard-IG deal and the sabotaging of the U. S. war 
effort against Nazi Germany, ofiicials of Standard Oil might 
also be able to see the connection. Otherwise we would be 
forced to conclude that great corporations have been built 
by guess and luck without an ounce of brain in a carload of 
directors. If the ofiicials of Standard did know what they 
were doing, we can only conclude that they did not care. 

In any case, whether or not Standard Oil was sleep-walking 
when it all happened, there is no evidence of a decision to do 
things any differently in the future. At the annual meeting 
of Standard Oil in June, 1943, a stockholder moved that: 

. . the Standard Oil Co. . . , shall not resume cartel re- 
lations with IG Farbenindustrie after the war.” 

The chairman argued against the proposal on the grounds 
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that “We do not know what business conditions will be in the 
post'War World. We do not know how the very intricate and 
complicated problems of international trade are going to be 
solved.” It might even be, the chairman continued, that the 
government, would want them to get into cartels. 

Accordingly the chairman was asked if he would agree if 
the motion were amended to provide: 

“that we will not enter into cartel arrangements after the 
war with IG Farben unless compelled to do so by the United 
States Government.” 

And the chairman still answered: 

“No, sir: I will not.” 



I 



Against the New World , 

i 


Outside of Europe, the biggest concentration of IG Farben 
agencies and camouflaged subsidiaries was in Latin America. 
Here, as IG saw it, was the future market, and here, accord- 
ing to the New Order Plan, IG would have to do battle with 
the United States. Accordingly, IG set up its outposts in each 
of the ten South American countries and throughout Central 
America. 

Altogether there were at least one hundred and seventeen 
IG branches in Latin America which can be named. And there 
were dozens of others whose names are being held in U. S. 
government flies pending legal actions. In general, these were 
sales outlets. There were only a few manufacturing plants 
because for the most pari IG did not care to breed future 
rivals. Production was the business of Germans. Let others 
buy. More speciflcally, the IG New Order Plan for world 
conquest stated frankly that there should be as little military 
production as possible in Latin America because it might 
some day be used to hclp the United States. Any chemical 
production might be useful in war. It is true that in 1938, 
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IG arranged for construction of a powder plant in Argentina 
by its subsidiary Koeln-Rottweil—but if that had not been 
done, the contract would Iiave gone to English or North Ameri¬ 
can firms. 

For the entire period between the world wars, IG operated 
in a conspiratorial manner in Latin America. Most of its 
outlets were camouflaged along the general lines described 
in an earlier chapter; that is, they gave the appearance of 
being independent firms owned by citizens of the country 
in which they were located. This was good business: it was 
a way out of paying taxes aimed at foreign concerns. And it 
was sound economic warfare. IG never forgot the way its 
foreign assets had been taken over by the Allies during World 
War I, and another war was always clearly in sight. 

IG used its foothold in Latin America to make money. But 
there were other purposes as well. The whole pattem of the 
economic war of the 1930’s was demonstrated in the Americas. 

The IG branches were centers of Nazi Propaganda, in the 
Western hemisphere as well as everywhere eise in the world. 
Under instructions from the Nazi Propaganda center, the 
Aufklaerung Ausschuss, IG was active in spreading the Nazi 
Word through the press, schools, and libraries of Latin 
America. As a business Organization its best Propaganda 
weapon and its best club over the heads of publishers was 
advertising. Accordingly, in February, 1938, the IG drug 
department aimed the following secret directive at the Latin 
American press: 

“Advertising in Journals hostile to Germany . . . shall on 
all terms be avoided. Commercial and advertising consider- 
ations have to be put in the background as compared with 
the more important political point of view.” 

Between February, 1938, and March, 1939, the Aiifklae- 
rungs Ausschuss had managed to farm out to the newspapers 
of Argentina the impressive total of three hundred and eighty- 
one articles on the general theme, “Struggle against the 
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United States in Latin America.” A file of these articles was 
sent to IG with the request for comments, improvements, and 
further distribution. IG answered, suggesting further news- 
papers which could use the material, and assigned its chief 
agent in Argentina, Heinrich Homann, to help in spreading 
the Word. 

Propaganda costs money. IG was perfectly willing to Sup¬ 
port Nazi agents with cash. According to the report of one of 
the IG Farben men the Latin American agencies of IG were 
ordered to set up secret bank accounts in the names of a few 
highly placed individuals. The accounts were known in the 
IG reports simply as “S” cash accounts and could be used 
for any sort of confidential payments—bribes, in clearer 
language—without danger to IG. 

Soraetimes the request for cash came directly from a brauch 
of the German government. In September, 1939, a wire came 
to Frankfurt from an IG agency in Mexico, saying: 

‘Tn case of war Legation asks firms [in] Mexico to let 
them have moneys on a loan basis. Amounts shall be refunded 
by German Government. Please authorize monthly payments 
P 10,000 on behalf of all IG agencies.” 

When the wire was found in the Frankfurt files by Ameri¬ 
can investigators, it bore the handwritten note: “Board agree- 
able—Dr. Overhoff informed.” 

As mentioned earlier, economic war, as waged by the IG, 
passed from Propaganda and Nazi political agitation to out- 
right espionage. In Latin America, Max Ilgner’s special 
agents, the Verbindungsmaenner, acted as spies. Ilgner, un- 
der interrogation, named several of his Latin American 
agents: H. M. Fischer, a dyestuffs representative, who was 
President of the German Club of Mexico City; von Humboldt, 
another agent in Mexicode Margerie of the Bayer drug Or¬ 
ganization, a Nazi leader in Venezuela; and Kaelble, also a 
Bayer man, president of the German chamber of commerce 
in Rio de Janeiro.- In Ilgner’s own wörds, these were examples 
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of IG men who , . kept leading posts as members of the 
‘Auslandsorganization der NSDAP’ [Nazi foreign agency].” 

When World War II drew closer IG Farben found it neces- 
sary to improve its Camouflage and tighlen up its whole foreign 
Organization. ,As was stated in a report written to the Ger¬ 
man Ministry of Economics in 1940. 

. . about 1937, as the danger of a new conflict was ap- 
pearing more and more, we endeavored to improve the 
measures of Camouflage made by us, especially in the en- 
dangered countries . . . Even the delay of the confiscation for 
some months rneans for us ... an extraordinary advantage. 
According to our experiences hitherto, our measures for 
Camouflage have proved to be very good during the war, and 
have even surpassed our expectation in numerous cases.” 

IG took a long view of the struggle for control of Latin 
American markets. The United States was the main rival, but 
in thinking ahead to the period after the war it was also 
worried about its Japanese allies. As an IG report to the 
Ministry of Economics stated: “In view of the serious struggle 
with the producers of Chemicals of other economic empires, 
especially America and Japan, for the dividing up of world 
markets, a struggle which is most certainly to be expected, a 
mere financial compensation after the war for possible losses 
will not suffice to cover the damages, which must necessarily 
occur, if the above-mentioned sales organizations and the in¬ 
dustrial strong points would fall, if only temporarily into 
Strange hands. . .” 

The Farben official most responsible for Latin American 
trade, Julius Overhoff, feit that there was a fair chance of 
prodding the Latin American governments into resisting pres¬ 
sure from the United States, but only if Camouflage were im- 
proved. As Overhoff wrote to the IG Commercial Committee 
in September, 1941: 

“The Latin-American Governments give in not without 
hesitation to the pressure brought to bear by the United States. 
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If we want to help them in their resistance against a closing 
or a seizure of our strongholds, we can achieve this only by 
proving that the firms in question are 100% national, if eyer 
their structure should be examined. Any mistake that we will 
make as to the outer appearance of such firms will be ex- 
ploited to the füllest extent by Propaganda and will eventually 
furnish a means of tightening the rope around our necks.” 

By Way of rounding out its System of “strong points,” IG 
acquired control of several additional manufacturing estab- 
lishments such as the Fluminense in Brazil, Inquico in Colom- 
bia, and a eoneern in Chile. A main purpose in taking over 
these firms was to head off North American competition. As 
an IG report said: “We may point out that some of these 
enterprises, as, for example, the ‘Fluminense’ in Brazil, were 
acquired after strong competition with the important Ameri¬ 
can Chemical industry (Du Pont de Nemours). Apparently 
the North American industry has also recognized the impor- 
tance of these strong points.” 

To ^improve its Camouflage IG took two main Steps. For- 
merly, there had been direct'contracts between IG and its 
front-men in the foreign counlries, These contracts were re- 
placed with more hidden agreements which could not be re- 
vealed by inspection. Secondly, front-men who had'outlived 
their usefulness were replaced. One of the main camoufleurs 
for IG was Dietrich A. Schmitz, brother of the IG president 
Hermann Schmitz. Dietrich Schmitz was an American citizen. 
He was also IG’s main trustee for shares of camouflaged Com¬ 
panies throughout the Americas. But in spite of his American 
citizenship his relationship to Hermann Schmitz was a little 
too dose to pass. It might suggest that some connection existed 
between Brothers Dietrich and Hermann. Accordingly, Die¬ 
trich Schmitz’s shares were transferred to other hands. 

The major problem now was to continue shipping supplies 
to the Latin American agencies, No matter how effective the 
Camouflage had been, if the itl could not get its goods through 
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the blockade set up by the British, IG outlets would either 
starve or—worst of all—use the goods of British and Ameri¬ 
can competitors. 

Systematically, IG Farben set out to break the blockade. 
It succeeded so well that its sales in Latin America actually 
increased from 1938 through 1941! In 1938 IG sold 29.3 
million marks worth of dyes and Chemicals to Latin America. 
For 1941, after there had been two years in which to perfect 
the blockade, the total sales had risen to nearly forty million 
marks. 

IG used every known method of smuggling and invented a 
few new methods. In pari, German government blockade 
runners. were used. Before Italy entered the war, dyestuffs 
were shipped from Italy to South America by parcel post. 
Some IG goods were sbipped in neutral vessels from Dutch 
and Italian ports. To the very end of the war IG products 
went out of Spain under cover of Spanish labels. 

But IG’s best resource was its friends in the United States. 
According to the New Order Plan, the United States was the 
main rival and the Latin American market was the center of 
the rivalry. It was doubly satisfactory, then, to maintain Ger¬ 
man sales outposts in Latin America, at the expense of the 
United States, through the aid of allies in North America. 

Goods were shipped for IG’s Latin American customers 
by American firms which pretended to be independent and 
therefore not subject to blockade—like General Aniline and 
Film. Here is a description of the System in the words of an 
IG memorandum: 

“The most important source of delivery in the very near 
future will undoubtedly be the United States of America. As 
the matter Stands, Fezandie & Sperrle [U. S. exporters] may 
appear as suitable suppliers which receive the goods from 
GAW (General Aniline Works) and GDC (General Dyestuffs 
Corp.) and also in accord with Messrs. Haibach and Mill shall 
buy from the dealers and remaining producers. By Fezandie 
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& 'Sperrle the wliole shipments are sent to Latin America 
under neutral denomination, i.e., also not under IG registered 
trade-marks, such as Indanthren. . . etc. The agencies seil all 
the foreign goods under their own denomination. By ihis way 
an endangering of our trade-marks is not to he feared.” 

It will he noted that the memorandum mentions Mr. Hai¬ 
bach of the General DyestufFs Corporation which was part of 
General Aniline and Film and previously part of American 
IG. In another IG report a few months later, Mr. Haibach 
is praised for his good Services: 

“. . . I may especially express here the friendly attitude 
and fair Cooperation noticeable with Mr. Haibach and Mr. 
Neisser (both of General DyestufFs Corporation) who try to 
help as much as they can. . .” 

This praise deserves mention. A few years later, when 
General Aniline and Film was taken over by the U. S. Alien 
Property Custodian and placed under new management, the 
same Mr. Haibach was retained as a consultant: he was 
deemed indispensable. The compliments to Mr. Haibach ap- 
pear only fair. It is no mean feat to please both sides in a 
deadly fight. If the parallel is not too painful, it may also 
be noted that one of the main arguments against denazification 
in the U. S. Zone of Occupation in Germany was that the 
key Nazis were indispensable. Without them, things would 
collapse. 

A central figure in the maintaining of IG’s Latin American 
trade outlets was a citizen of Argentina, Alfr^o JHoll. Moll 
had been a co-manager of one of the principal IG agencies 
in South America, Anilinas Alemanas of Buenos Aires. In 
1940 he was called to Europe, and in Conferences in Italy 
and Switzerland he was briefed on the work he was to do as 
an undercover purchasing agent in New York. 

For several months there was no specific Information from 
Moll. The IG men in Frankfurt and Berlin began to worry. 
Through an IG man who was an American, citizen, Richard 
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Metz, they asked that Moll turn in a report. The request 
stated: 

. . It would bc very suitable if this report was sent ofif 
from Mexico or even made out in Mexico for reforwarding 
in neutral form via Peru or Brazil. It would be advisable for 
Mr. Moll to make use of a short leave to travel by auto to 
Mexico. . 

Moll took bis holiday in Mexico, as requested, and in 
December, 1940, sent from there two reports. IG headquarters 
should have been reassured. All was well. 

“I believe I can assure you,” Moll wrote, “that it was pos- 
sible by means of patient and persistent work to arrive at a 
normal and lasting relationship between New York and all 
important centers in Latin America. . , 

. . Chile and Colombia received practically their whole 
sales volume, but Mexico, Brazil and Argentina lost a part of 
their sales. . 

In his second report Moll took occasion to praise another 
American firm for its helpfulness. , . We have observed 
with great satisfaction that the sales of the Advance [Advance 
Solvents & Chemical Corporation of New York] to our Latin- 
American houses constantly increase, which proves that our 
Connections are more secure.” 

After the middle of 1941 Moll’s difficulties increased. 
There was now a Proclaimed List of firms with which trade 
was not to be carried on. Any firm with a known connection 
with IG was, of course, on the list. Still Moll carried on. As 
stated in the report on IG Farben submitted by Colonel Ber- 
nard Bernstein to the Senate Kilgore Committee: 

“His method of Operation [now] was to place Orders in the 
United States for firms not on the Proclaimed List, includ- 
ing with those Orders goods which were upon arrival in 
Buenos Aires to be transferred to Anilinas Alemanas.” 

Moll had formally severed his Connections with his old 
firm Anilinas Alemanas, But his ex-partners had no worries 
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about bis loyalty. His former co-partner, Flinsch, wrote to 
IG in October, 1941, that . . After Mr. Moll had left my 
firm in last June, in pursuance of this exchange of cables, 
and accordingly severed all his Connections with it, insofar 
as was necessary with regard to outside appearances, the old 
dose and friendly contact with Moll. . . continued. . ; 

. . my firm was always informed in advance of all ac- 
tivities and plans of Moll with respect to the establishment 
of business relations with the United States . . . everything 
was discussed and executed by joint determination.” 

Even after the United States entered the war and IG lost 
its American sources, some IG goods continued to reach Latin 
America by way of Spain. The traffic was not entirely cut off 
iintil the Anglo-American armies hroke out of the Normandy 
beachhead in the Summer of 1944 and cut the line to Spain. 
Julius Overhoff of the IG found an agent named Uebele who 
was able to handle the trade through Spain. Dyes were shipped 
through France to Cerbere on the Spanish border. There 
Uebele took over, hid the goods under Spanish labels, and 
shipped them under a British navicert to Buenos Aires. 

In the first years of the war the blockade hurt IG Farben 
hardly at all. IG’s trade with its South American outposts 
was only completely stopped by the defeat of the German 
armies in Europe. In the same way, there is no guarantee that 
those outposts will be broken up until IG Farben is smashed 
at its Center, in Germany. A year after the end of the war it 
was still, not certain that this would happen. 

In Latin America IG was fighting against the United States 
for market control. But the IG offensive did not stop there. 
The battle was carried into the United States itself. The story 
of rubber shortage, and the part played in it by the cartel 
relations between IG and Standard Oil of New Jersey, is 
only one outstanding example of tlie series of shortages and 
bottle-necks which were produced in the United States. Even 
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IG’s use of espionage and Propaganda were relatively minor 
compared with the subtle crippling of production achieved 
through cartel manipulation. 

It is fortunately true that the bottle-necks were broken. 
Before the end of World War II the United States was pro- 
ducing a staggering weight of munitions. American war pro¬ 
duction approached that for the rest of the world combined. 
But this did not just happen by a sort of muddling through. 

American arms production began in earnest after the fall 
of France, in June, 1940. For nearly two years after that, 
well into 1942, paralyzing shortages occurred. And it was 
during this period that America’s two principal allies, Eng¬ 
land and Russia, were taking their worst blows. There were 
not yet any great numbers of American troops in action, but 
the need for lend-lease materiel to the Allies was enormous. 
In the face of the need there were shortages of aluminum, 
magnesium, optical goods, tungsten Carbide, medical supplies, 
and many other items. 

A large share of the credit for breaking through the supply 
jam goes to the Antitrust Division of the Department of 
Justice. It was this division wliich dug out the web of cartels 
which was holding back American production. Antitrust 
suits were brought and basic facts were laid before Congres- 
sional investigating committees. The restraining grip of 
cartels was pried loose—in large part by the quite simple 
procedure of laying facts before the public. 

Masses of evidence about cartel operations brought out by 
the Department of Justice are now in the records of the U. S. 
Senate investigating committees, such as the Bone Committee, 
the Truman Committee, and the Kilgore Committee. The 
Story has been told in books by Joseph Borkin and Charles 
Welsh (Germany’s Master Plan), Wendell Berge, Corwin 
Edwards, and others. Here are some of the facts. 

Aluminum is one of the newer metals which are making 
the Steel age a thing of the past. Aluminum has many ad- 
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vantages over most of the iron and Steel alloys. It is lighter, 
corrodes less quickly, and is an excellent conductor of elec- 
tricity. Its ore is found all over the world. Aluminum is vital 
for war and has a multitude of uses in peace time. There is 
no visible limit on how much aluminum could have been used 
in the United States, except that one huge monopoly has 
stood in the way of free production. As is well known, Ameri¬ 
can production of aluminum before World War II was en- 
tirely controlled by the Aluminum Company of America— 
Alcoa. 

The United States can produce about four times as much 
Steel as Germany. American industrial capacity generally is 
far greater than Germany’s. Yet the beginning of 1942 saw 
a Strange sight: Germany, not the United States, had become 
the greatest producer of the war-essential metal, aluminum. 

This was not one of the instances where the Germans held 
back information from the United States—as in the case of 
the buna rubber methodsj or where the Germans imposed their 
will on American businessmen—as for example in IG sales 
to South America. No one had to teil Alcoa what to do. For 
decades it had been operating on a policy of low output and 
high prices. It stoutly held to that policy during all the time 
that Germany was preparing for war and increasing its 
aluminum production under forced draft. 

A world cartel in aluminum was organized between 1928 
and 1931. Alcoa did not join the cartel. But Alcoa organized 
a junior partner in Canada, known as Alted, and Alted did 
join the cartel. By what might have been a stränge chanpe 
but probably was not, the policies of Alcoa seemed to gear in 
neatly with those of the cartel. As Borkin and Welsh put it 
in their book Germany^s Master Plan: “The cartel . . . could 
never have functioned unless by design or accident Alcoa 
did not disturb their markets.” 

All the members of the cartel were committed to a policy 
of small output—^with one exception, the Germans. Germany 
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was represented in the cartel by the Vereinigte Aluminum 
Werke and, as usual, an IG subsidiary, Aluminum Werke. 
The German firms took full advantage of the restrictive poli- 
cies of the others. They bluntly told their partners, in 1934, 
that they were going to increase their production beyond the 
quota assigned to them. And they were finally given permis- 
sion to do so—on their promise to use the extra production at 
liome and not disturb the world market. 

By 1937 the Germans had drawn nearly even with the 
United States in aluminum production. In 1938 they pulled 
ahead, 175,000 tons to 130,000, with the other countries al- 
together out of the running. By 1941 Germany probably 
was producing more aluminum than all the United Nations 
combined. The whole American aircraft program was jeopar- 
dized by lack of aluminum. The cartel had done its work well 
in restricting production in all countries except Germany. 

Magnesium was another metal which the Germans realized 
was a key to war preparations. Magnesium is even lighter 
than aluminum. It can be used in flares and fire bombs and 
it can also serve as a substitute for aluminum when properly 
alloyed. In fact it is such a good substitute for aluminum 
that Alcoa recognized it as a serious threat to its aluminum 
monopoly. What is the good of Controlling the total supply of 
one metal if another metal can be used instead? 

The main German producer of magnesiurn was IG Farben. 
With its wonderful skill in handling cartels, IG so played 
upon Alcoa’s fear of magnesiurn competition in the United 
States that for years the Germans were literally able to 
dictate how much magnesiurn was to be made in America 
and how much was to be shipped to Great Britain. 

To Start with, in the 1920’s, there were two American 
magnesiurn producers, the Dow Chemical Company and a 
subsidiary of Alcoa, the American Magnesium Company, 
Alcoa competed because it had to in order to achieve its ob* 
jective: The production of as little magnesiurn as possible, 
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and in 1927 Alcoa agreed to buy all of its magnesium from 
Dow. 

IG came into the picture in 1931 when it signed an agree- 
ment, known as “Alig,” with Alcoa. Alcoa and IG formed 
a joint Corporation for the Holding of patents, the Magnesium 
Development Company. These patents were important. Ac- 
cording to the usual IG System they couid be used as a threat 
to bring Outsiders into line with the cartel. 

German production of magnesium was being built up as 
rapidly as possible. As part of the same Nazi plan of war, 
there was to be as little production in America as possible. 
Accordingly, IG inserted a clause in the Alig agreement to 
the effect that American production should not exceed four 
thousand tons a year. 

The next Step was to force the Dow Company into line with 
the Alig agreement. Alcoa applied the pressure. With the 
patent holding Company, Magnesium Development Company, 
as a base of operations, Alcoa threatened the Dow Company 
with endless litigation over patent rights. Dow had to give in. 

Now IG had reached its objective. American production 
of magnesium would be held below four thousand tons per 
year. Dow Company had to agree to limit sharply its sales in 
Europe; a mere one hundred and fifty tons per year couid be 
sold to the British Maxium Company. The results were ob- 
vious: as late as 1940, the United States only produced about 
5,700 tons of magnesium while Germany was producing 
19,000 tons. It was another gift from IG to Hitler, and an- 
other tie-up in American war production which had to be un- 
tangled in desperate haste. 

The first American troops to fight in the Pacific Islands 
suffered terribly from malaria without adequate drugs to 
treat it. This was another victory for IG Farben. 

For many years quinine had been the Standard drug used 
to give relief from malaria. Quinine came from Java. Pro¬ 
duction was entirely controlled by a Dutch monopoly so 
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tightly organized that even the Germans admired it. IG’s 
New Order Plan set forth ways of taking over tlie Dutch 
monopoly without disturbing its operations. Meanwhile, IG 
set about defeating the monopoly in its own fashion. It found 
a synthetic drug, atabrine, which also relieved malarial 
attacks. 

When the Japanese captured Java, they took with it virtu- 
ally all of the capacity for quinine production in the World. 
The cinchona tree, from whose hark quinine is made, also 
grows in South America. In fact, the Dutch took the cinchona 
from South America to Java. But the quinine industry of 
South America was only meagerly developed. 

Cut olf from quinine, American soldiers had to fall back 
on atabrine. And here they ran up against another IG Farben 
road-block. IG had licensed only one American Company to 
make atabrine. This was the Winthrop Chcniical^,Company, 
linked with IG in other ways, todrWihihrop Chemical would 
not expand production. In the words of the Assistant Attorney 
General, Wendell Berge, “It required the concerted efFort 
of manufacturers and government to Institute expanded pro¬ 
duction in Order to make up for the deficiencies of quinine.” 

By the beginning of 1941 England was enduring the blitz 
and American public opinion was running strongly in favor 
of giving aid to the British. But when the British Purchasing 
Mission tried to buy tetrazene-primed ammunition in the 
United States, the sale was prevented—by a cartel agreement 
between the Remington Arms Company (subsidiary of Du 
Pont) and a subsidiary of IG Farben, Rheinische West- 
faelische Sprengstoff. 

A Remington Arms Company patent attorney wrote: 

“The further sale of Tetrazene Primed Ammunition to the 
British Purchasing Commission or to the Government of the 
Union of South Africa or to the Government of Canada is 
most undesirable by reason of our Tetrazene contract with 
R. W. S. [the IG subsidiary]. 
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, . We understand that the Process Division have recom- 
mended the use of Tetrazene priming in certain ammunition 
to be sold to the British Purchasing Commission. It appears 
obvious that this should not be done.” And it was not done. 

Of course IG Farben was not the only German cartel 
builder. There were other German concerns which carried 
on the economic attack against the United States. 

For example, the Krupps made an agreement with the 
American General Electric Company concerning tungsten 
Carbide. Tungsten Carbide is second only to diamonds in hard- 
ness. It is essential for machine tools which in turn are es¬ 
sential for all other machine fabrication. The Krupp-G.E. 
agreement followed the now familiär pattem. In Germany 
tungsten Carbide was produced in quantity and sold for prices 
ranging from $37.00 to $90.00 per pound. In the United 
States tungsten Carbide was made in small quantities and sold 
at prices ranging from about two hundred dollars to four 
hundred dollars a pound. By 1938 there was perhaps twenty 
times as much tungsten Carbide in use in Germany as in the 
United States. The Germans had an oversupply of machine 
tools which helped them greatly in repairing bomb damage 
to their factories, while in the United States shortage of ma¬ 
chine tools was one of the critical bottle-necks. The bottle- 
neck was finally broken by antitrust action, but as one Ameri¬ 
can manufacturer said: “Now when the emergency has come, 
industry has not learned how to use tungsten Carbide and 
has not the machines, the skilled men, or the technique which 
it would have had if the material had been available at the 
same low prices at which it was available to German indus- 
tries.” 

And then there was the case of optical Instruments. In the 
United States, optical Instruments—^which include range- 
finders, periscopes, gun and bombsights, torpedo directors, 
as well as telescopes and binoculars—are made by the Bausch 
and Lomb Company. The main German producer was Carl 
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Zeiss of Jena. Zeiss and Bausch and Lomb reached a cartel 
agreement as far back as 1921. At that time, according to the 
ü. S. Department of Justice, Bausch and Lomb helped the 
German firm to evade the terms of the Versailles Treaty and 
re-establish itself in production of military optical instru- 
ments. As usual with cartels, U. S. production of optical In¬ 
struments was restricted to the point where another major 
bottle-neck was created by the time World War II began. 
The cartel also called for exchange of Information. Accord- 
ingly, U. S. War and Navy Department secrets were being 
sent to Germany as late as 1939. The German partners, how- 
ever, had started resorting to vague general descriptions of 
methods in 1933 after Hitler became Chancellor. By an in- 
teresting chance, Zeiss became more interested than ever in 
U. S. military equipment—after Hitler took over. The follow- 
ing is from a letter to Bausch and Lomb written in April, 
1933: 

‘‘Your last monthly report has given cause to the con- 
sideration that we surely would be better in a position to 
assist you if you would report to us what kinds of Instruments 
are under trial and in use by your military Service. There 
must be a great many questions regarding instruments for air¬ 
planes, tanks, and ships which demand special optical In¬ 
struments. 

*'‘We would ask that you intensively find out at the proper 
places and that you communicate to us the different prob- 

lems. . . 

Bausch and Lomb continued to send reports. They merely 
asked, since there were now secrecy clauses in all their U. S. 
government contracts, that special precautions be taken. In a 
letter to Germany written in December, 1933, it was pointed 
out that: 

“. . . the regulations are so stringent that particular care 
must be exercised to keep these reports in strictest confidence 
and they should be kept in a separate file under lock and key.” 
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Aluminum and atabrine, machine tools and periscopes: for 
all of them the pattem was the same. Cartels produced critical 
shortages in the United States when rearmament bcgan. IG 
Farben and the other German firms had done their work well. 
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From its birth IG Farben had been at war with the rest of 
the World, with the United States as a main target. After 
Pearl Harbor the United States hit back. 

To get at the Wehrmacht it was necessary to raise huge 
armies, train and equip them, and move them across an ocean. 
It was necessary to force a landing on the Normandy coast 
in perhaps the most intricately-fashioned military Operation 
of all time. Before a single American could set foot in an IG 
plant in Germany more than 115,000 American soldiers had 
to die in battles all the way across France, through the Sieg¬ 
fried Line, and into Germany. 

There were also IG assets in the United States, and these 
did not seem to present as difficult a problem to seize and 
take over. At least there were no land mines or pillboxes 
or bunkers on the road to the various works of General Ani- 
line and Film. These were subject to immediate seizure, as a 
war measure, by the U. S. Alien Property Custodian. Whatever 
inight happen to the rest of the IG Farben empire, it looked 
like a sure end to IG in the United States, It looked that way. 
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Nearly five years after Pearl Harbor it is still not certain 
that it will Work out that way. 

Americans faced many new problems in World War II, 
but the handling of enemy assets in this country was not one 
of them. Here there was ample precedent from World War I. 
In particular, there was full knowledge of what had been 
done with IG’s American Holdings—and how IG had gotten 
them back. This is a story worth reviewing for the light it 
throws on current problems. 

The backbone of the German economic attack had been 
the fruits of its advanced industrial technique: patents. The 
Alien Property Custodian moved straight to the center of the 
enemy’s strength by seizing the patents, more than twelve 
thousand of them. Of these about five thousand were in the 
field of chemistry. Some of the patents were retained by the 
Army and Navy; the rest were sold to American business. 

Before World War I there had been virtually no American 
production of dyes. Now, on the basis of the German patents, 
an American dyestuff industry was created. A special Corpo¬ 
ration, the Chemical Foundation, was organized for this pur- 
pose. 

The Chemical Foundation acquired the German patents 
frora the APC (Alien Property Custodian) and parceled 
them out to American firms. As the name implies, the Foun- 
dation’s primary interest was in the field of chemistry. The 
actual founder and the guiding spirit of the Chemical Foun¬ 
dation was Francis Garvan. . Garvan had been a New York 
attorney, active in local politics. He was first the assistant 
to the Alien Property Custodian and then became the Custo¬ 
dian himself. Garvan was an eloquent man and a hard fighter. 
For the rest of his life he pleaded for a strong American 
Chemical industry and opposed the IG. As the years passed 
he found more and more to contend against as IG made its 
come-back, not only in Germany but in America as well. 
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In addition to the seizure of the German chemical patents 
the IG properties in the United States were also taken over. 
At that time the IG was still not a single Corporation, and its 
main outlet abroad was the famous Bayer Organization of 
Leverkusen. In 1919 the APC sold Bayer’s American agency 
at auction. The huyer was the Sterling Products Company of 
, West Virginia. It should he noted that a condition of the sale 
was that there he no return to German influence. 

The Bayer agency in the United States had handled both 
pharmaceuticals and dyes. Sterling was interested only in the 
drug business. It sold the dye interest to the Grasselli Chemi¬ 
cal Company. And the IG, through Bayer, immediately set 
\ about recapturing a share in both. 

h Just a year after the APC’s auction, in 1920, Sterling had 
already reached its first cartel agreement with the IG. The 
fact was that the Germans were still fearsome competitors 
in the field of chemistry. Even though five thousand chemical 
patents had been seized, there were new ones coming. Behind 
the bare, and sometimes misleading, wording of the patents 
were the actual industrial methods. Most important of all, 
there was still the IG Organization in South America. In 1946 
as well an IG Organization remained in Latin America. 

By the terms of the 1920 agreement, Sterling, in elFect, 
turned over all of Latin America to Bayer föf the sale of 
aspirin. In return, Bayer gave Sterling a twenty-five per cent 
share of llie profits of the trade. This was just one in a long 
series of incidents demonstrating IG^s willingness to take a 
short-run loss in profits for the sake of establishing a Con¬ 
trolling Position. 

In 19 23 the Sterling-Bayer (IG) agreement was broadened 
to cover alrnost all ^rügs. The main thing Sterling got out 
of the affangement was a' promise by the IG to stay out of 
the drug business in the United States. But this promise be- 
came meaningless when the IG was sirnultaneously given a 
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Winthrop Chemical Company. In J^926_IG moved still further 
~Käck int(rAlnerican territory when it acquired fifty per cent 
of the ownersh i p of W inthrop. 

Sterling itself remained clear of German ownership, but 
it proved to be a good friend of IG Farben. In December, 
1939, Sterling was one of the Companies which agreed to 
help IG heat the British blockade. Sterling shipped drugs to 
Latin America which were sold there by TG agents under IG 
labels. 

In the case of the Grasselli Chemical Company, which had 
boüght out the Bayer dye interests, IG was able to score an 
even more complete success. In 1924 Bayer and Grasselli 
f ormed a iQinLcompanv. toJiandle .dyes Jn the.United.States,. 
die„Grasselli,Dyestufrs.Company. Bayer had. a fifty per cent 
^share_inJ:he_neiy_company, but to make sure tnere would 
be no compelition in Latin America, Grasselli Dyestuffs was 
limite d to sales in the United States and Canada. 

There followed a series of agreements, each adding a little 
more to IG control of its old American dye business. By 
terms of a deal made in July, 1925, Grasselli Chemical was 
left with only a thirly-five per cent share in Grasselli Dye- 
stuffs; the rest went to Bayer and its partners in the IG. As 
compensation, Grasselli Chemical received a share of IG 
Profits—still another example of a temporary sacrifice of 
hard cash by the IG in order to win a strong point abroad. 

By the latter part of 1928 Grasselli had disappeared alto- 
gether. Grasselli Chemical was bought by Du Pont ^nd IG 
was left in complete control of Grasselli Dyestuffs. Through 
out the wh'olei process of taking back its old interests, the IG 
had been helped greatly by the fact that much of the ori ginal „ 
.personnj^ had been left qn the Job when the APC took over. 
For example, the manager of tHe Grasselli dye department 
was a man named Ralph Hutz. Hutz was an old Bayer man 
who had been interned during World War I. 

Now IG was ready for a full dress re-entry onto the Ameri- 
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/: can scene. In 1929 the American IG Company was formed^_ 
i It included the General Aniline Works (which was a new 
.name for the old Grasselli Dyestuffs Company); Agfa-Ansco, 
makers of photographic materials; a half share of the Win¬ 
throp Chemical Company; and a half share also in the 
Magnesium Development Company, which turned out to be 
IG’s contribution to low magnesium output in the United 
States. 


; .. 4 .. 
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IG Farben of Germany had impressive American backing 
in launching its new Organization in the United States. Mem- 
bers of the board of directors included such leaders of 
American business as Walter Teagle, president of Standard 
Oil of New Jersey, Edsel Ford, and Paul Warburg. Standard, 
of course, was already deeply involved in cartel relations 
with the IG. Ford was returning a favor: IG had been a lead- 
ing Investor in the Ford Company of Germany. 

At the Start, there was no hiding the fact that American IG 
was simply a branch of IG Farben. But the men of IG never 
forgot the war which was coming and the need, therefore, for - 
Camouflage. The controlling shares of American IG were not^ 
held by IG Farben itself, but by the supposedly Swiss com; 


pany, IG Chemie. 

With the beginning of World War II, in 1939, American 
IG changed its name to General Aniline and Film. A yeaf 
"later'Hermann Schmitz of IG "Farben went through'the full 
legal ritual of declaring IG Chemie free of German control. 
General Aniline and Film, therefore, could also try to claim 
that it might be Swiss but certainly not German. Yet General 
Aniline and Film was the lineal descendant of the old Bayer 
agencies in the United States from the pcriod before World 
War I. And in World War II, through the end of 1941, it 
fought the good fight for IG Farben by breaking the British 
blockade and preserving IG’s Latin American markets. 

IG Farben was thoroughly re-established in the United 
States. Still, the work of the World War I Alien Property 
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Custodian was not entirely in vain. As a result of the APC’s 
seizure of the German patents an American dyestuffs industry 
was established, independent of the IG. Several major U. S. 
corporations—like Du Pont, Allied Chemical and Dye, and 
American Cyanamide—^became important dye producers. 

It might he supposed that with these Companies, at least, 
there could be no IG Connections. But this naive notion dis- 
counts the strength of the cartel germ. From 1939 to 1942 
Allied Chemical and Dye was three times indicted by the 
Department of Justice under the Sherman Antitrust Act for 
Us_share in the international dye and nitrate cartels, domi- 
nated by IG Farben. Du Pont was the American Corporation 
which came dosest to IG Farben in scope and power in the 
field of Chemicals. Du Pont had been particularly active in 
the movement to protect the “infant American chemical in¬ 
dustry’* after World War I. It had underwritten ^125,000 
of the Capital of the Chemical Foundation. And yet in 1919 
Du Pont had already sent representatives to Switzerland to 
shop for an agreement with the IG men concerning world-wide 
exploitation of the Haber-Bosch ammoniac process. 

When these facts were touched on at a hearing of the 
U. S. Senate Committee investigating the munitions industry 
in 1934, a committee investigator accused a Du Pont witness; 
“. . . At the moment when you were showing the Country 
here that it was very important to take over the control of the 
Chemical monopoly, to take it away from Germany and get 
a well-developed chemical industry in this country, you were 
dealing with the Germans over there. . 

As a matter of fact, the Germans were enraged over the loss 
of their patents; their anger increased when Congress put a 
high tariff on dyestuffs. They figured that Du Pont had had a 
part in both operations. Even so, the Du Pont agents in Europe 
were able to smooth over the difiiculties. One of them wrote 
home that: “We parted as good friends . . . and they are now 
convinced that . . . we have played fair vis a vis them.” 
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IG and Du Pont never did reach a complete agreement of 
the kind each of them arrived at with the British ICI (Im¬ 
perial Chemical Industries). But Du Pont was in cartels with 
subsidiaries of IG, as, for example, in the munitions field with 
Dynamit-Nobel and Koeln-Rottweii. And the activities of 
Du Pont and IG were geared together by the fact that both 
worked closely with ICI: the two sets of master agreements 
could not be in conflict. 

Altogether, the movement toward international cartels 
proved too strong for the APC’s elfort to drive German 
chemistry out of America after World War I. When the 
second war started, there was ;n any case a rieh background 
of mistakes to avoid. 

At the time of World War II there were at least seven 
Companies which could be called assets of IG Farben in the 
United States. Several of these—like the Magnesium Develop¬ 
ment Corporation, the American Magnesium Corporation, and 
Jasco, Inc.—represented cartel links between IG and such 
American corporations as Alcoa and Standard Oil. These 
cartel links were broken, at least temporarily, by the war. 

That the cartels between IG and big U. S. firms may be 
resumed again is clear. The question here is a general one. 
The fate of a particular patent holding Company, like Mag¬ 
nesium Development Corporation or Jasco, is secondary com- 
pared with the larger policy questions: 1) will there be an- 
other IG Farben with which cartels can be formed? and 2) 
will there be a clear-cut and official American policy toward 
cartel building? 

After all that has been learned about the two world wars 
it would be hard to find anyone who wouid publicly declare 
himself in favor of preserving IG Farben or rebuilding the 
old cartel structure. Yet nejther of the two questions st ate d 
above had-been_answered Jmqre tFan^^ a >^ear after^the end 
■^f theYvär. As will be shown in the next chapter the first y^f"' 
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fof Alli ed_occupation of Germany did not see the destruction 
of lG Farben. There remains a grave danger th'at'IG" wilF’ 
emerge~agäin.*^ Nor bas there been a specific Statement of a 
U. S. trade policy to take the place of private cartel building. 

There bas been a great deal of talk about “freedom” as a 
general thing and about freedom of trade among nations. To 
leave the discussion at this level of noble generality is to 
imply that we have just emerged' from the Crimean War 
rather than World War II. Responsible leaders of the Ameri¬ 
can government have stated that we are against repressive 
cartel practices. And that is all. The only law which comes 
near applying to the Situation is the Sherman Act, written 
half a Century agö to control domestic trusts. There is abso-1 
lutely no guarantee that the people as a whole will have any 
control over the key decisions in international economic re- 
lations which make for war or peace. In the absence of such 
control, the decisions will again be made by small private 
groups of businessmen, organized in cartels, whose only re* 
sponsibility is to show profits to tbeir boards of directors. ! 

From the record there is every reason to believe that the big 
corporations which were in cartels before the war are ready 
and willing to get back into them. The directors of Standard 
Oil of New Jersey in 1943 refused to consider a proposal to 
stay out of cartels with IG Farben. Other Companies have 
demonstrated the same attitude. As Corwin Edwards declared 
before the Kilgore Committee: “The Du Pont Co. apparently 
has an understanding that many, if not all, of its cartel agree- 
ments will be resumed after the war. .^. The termination of the 
exchange of technical information between Du Pont and IG 
Farben in April, 1941, was intended to endure ‘until the 
present emergency has passed* with ‘all other obligations in 
the conlracts to remain as at present.’ ” 

However, there was one big piece of IG property which 
could be disposed of in the United States, as a purely war 
measure, without regard to general cartel policy. This was 
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General Aniline and Film, with its related Company General 
Dyestuffs. The sole defense of G.A. & F. was Camouflage of 
the same kind which IG used so successfully all over the 
World. 

, In February, 1942, the U. S. Treasury took over most of_ 
the shares of G.A. & F. and removed the directors of the ^ 
Company. Two months later, on April 24, control was passed 
to the Alien Property Custodian. More than four years later 
the APC still retained control—and the future of G.A. & F. 
had not been settled, 

The Treasury, when it first removed the old officers of Gen¬ 
eral Aniline and Film, appointed Robert E. McConnell as 
President and J. S. Rates, W. F. Zimmerli, and A. E. Marshall 
as vice-presidents. None of the Treasury slate of ofiicers was 
retained by the Alien Property Custodian. Let it be noted in 

passing that in policy wrangles.in Washington the Treä^ _ 

Depalrtment argued throughout the war for strong measures 
against Nazi Germany and for break-up of German assets iri 
the United States. 

The question of future ownership of General Aniline and 
Film has never been settled. But operating control has passed 
to a group of nien who äre tied in with a constellation of 
oorporate interests which is rising rapidly in American busi- 
ness under the leadership of an international financier, Victor 
Emanuel. Emanuel himself sits on the board of directors of 
G.A. & F. There is a liberal sprinkling of his associates among 
the other directors and officers. 

It is not at all remarkable that Victor Emanuel has gained 
influence in the handling of IG’s American interests. It is 
at least suggestive that the first Alien Property Custodian was 
Leo Crowley, head of Standard Gas and Electric. Standard 
Gas and Electric is controlled by the Emanuel interests. 
Crowlcy’s successor, and the present Alien Property Cus¬ 
todian, is James Markham. Markham was also a Standard 
Gas and Electric director. Another man who evidently has 
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had much to say about General Aniline and Film is George 
E. Allen, a some-time adviser to tbe President of the United 
States and the former head of the Reconstruction Finance 
Corporation. Allen was given directorships in several other 
corporations in the Emanuel group such as Consolidated- 
Vultee, Aviation Corporation, and Republic Steel. 

The raain danger in the handling of IG’s American assets 
is, of course, a return to German influence and connections. 

It is wiorth noting that Victor Emanuel spent much time in 
England, between 1927 and *1934.“ In London he was asso- 
ciated with the Schröder banking interests; it was in combina- 
tion with tHe Schröders that Emanuel moved in on Standard 
Gas and Electric. As is well known, the Schröders of London 
are related to the Schröders of Germany. Baron Bruno 
Schröder is credited with having introduced Hitler to the 
priricipal industrialists of the Ruhr. Baron Kurt Schröder 
held a high rank in the SS and was known as “the SS banker.” 
The London banking house, J. Henry Schröder and Company, 
was described by Time magazine in July, 1939, as an “eco¬ 
nomic booster of the Rorae-Berlin Axis.” 

It will be remembered that after World War I the Alien 
Property Custodian seized the Bayer properties, only to see 
them revert to German control in an astonishingly short time. 
One of the m ain flaws in the work of the APC was^the. failure^^ 
to remove the old per^onnel,from key_.positions. In 1^2 
the Treasury started with a clean slate by forcing out all of 
the officers and directors of General Aniline and Film. By 
1945 the Alien Property Custodian had allowed several of 
the former officials to retüfri. Among them were F. A. Gib¬ 
bons, R. H. Baxter, and C. E. King. 

The head of General Dyestuffs before the war was E. K. 
Haibach. Haibach was one of the men singled out for praise 
in IG Farben reports for his share in preserving IG’s Latin • 
American business. Concerning Haibach the Alien Prope£ty 
Custodian’s annual repoft för'1945'stafes: 
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“Mr. E. K. Haibach, who was President and General Man¬ 
ager of the Corporation before vesting, is employed by the 
present management as a full-time Consultant, Upon Settle¬ 
ment of the litigation involving shares formerly held by Mr. 
Haibach, he submitted his resignation for consideration by 
the Board of Directors [who had been appointed by the APC]. 
The Board has not accepted his resignation since, according 
to a Statement by the President, the members believe that ‘his 
Separation from the Company as a consultant at this time 
would adversely affect the war effort.* ” 

General Aniline and Film remains a handsome prize. Con- 
sidered purely as a manufacturing organization, its value in- 
creased during the war. Under APC direction it was turned 
to war production and received several Army-Navy “E” 
awards. Its research activities were greatly expanded. In 
1941 a mere ^13,000 was spent on basic research. During 
1944, laboratory work cost $1,582,000. In June, 1945, the 
Company held nearly four thousand U. S. patents. Until 
something is done with General Aniline and Film, these re- 
main IG patetitvheld in trust by the APC. 

Naturally, there would be no difficulty in Unding buyers 
for G. A. & F. In fact, there have been several bids already. 
By the mere fact of present control the Emanuel group would 
seem to have an inside track, but American chemical inter- 
ests have also entered the competition. The stumbling-block 
in the way of a sale has been IG Chemie of Switzerland. 

'-.IG C hemie has been called Hermann Schmitz’s masterpiece 
of Camouflage. He created it for the specific purpose of Hold¬ 
ing IG Farben’s foreign properties safe from seizure when 
the war came. The plan unfolded smoothly after the war 
Started in 1939. American IG changed its name to General 
Aniline and Film, and IG Chemie went through all the mo- 
tions of severing its Connections with IG Farben. IG Chemie 
even improved on the script by giving itself a new name in 
January, 1945. 
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Whatever the names may be, IG Chemie still claims own- 
ership of the Controlling shares of General Anüine-and 
^Tm7'And thV America Alien Property Custodian has held 
up the sale of G. A. & F. and the IG patents for fear that suit 
might be brought by IG Chemie. The theory is that IG Chemie 
could Claim that it was a Swiss Company, and therefore neu¬ 
tral, and that its property was not subject to seizure and sale. 

Meanwhile, Hermann Schmitz, the President of IG Farben 
who planned ,the whole concealment device, has been resting 
in an American army prison in Germany known under the 
Code name of ‘‘Dustbin.” It is possible that the boredom 
of prison life has worked on Schmitz’s memory. Early in 
August, 1946, he made a public offer to travel to Switzerland, 
to see his friends in IG Chemie there, and to arrange through 
them raising of funds to pay for food relief shipments into 
Germany. Evidently Schmitz has rcmembered that he really 
did have Connections with IG Chemie after all. 

In spite of Hermann Schmitz’s lapse into recalling that he 
could teil IG Chemie what to do, the sale of General Aniline 
and Film remains blocked. According to one propÖsäli the-“ 
Alien Property Custodian will have to ask Congress to pass a 
bill permitting him to seil property which he has seized even 
though it is claimed by neutral concerns. 

Still another attack on G. A. & F. was an antitrust action 
undertaken by the Department of Justice. Shortly before the 
war, G. A. & F. was indicted on three counts as a monopoly. 
The case was allowed to lapse during the war. Finally in 
March, 1946, G. A. & F. decided not to contest the suit and 
was fined $15,000. As a footnote it may be added that the 
net worth of G. A. & F. increased from about forty million 
dollars in 1942 to nearly fifty-eight million dollars in 1945. 
A $15,000 fine was about as troublesome to the Company 
as a traffic ticket to a private Citizen. 

General Dyestuffs was also indicted for violation of the 
Antitrust Act. Among the co-defendants were Du Pont, Allied 
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Chemical and Dye, and the Swiss Dye Cartel. In all, there 
were fourteen defendants; their fines, wlien the case was set- 
tled in April, 1946, totaled $110,000. Considering that it 
took at least four years to conclude the cases, the fines may 
be considered very modest licensing fees for the privilege of 
engaging in cartels. 

While the war was going on the Department of Justice 
was able to force breaks in cartels which were crippling the 
American war effort. It could do this because public atten¬ 
tion was alert to enemy action. The greatest amount of pres¬ 
sure was generated by laying facts before Congressional in- 
vestigating committees, rather than by the mere act of taking 
antitrust cases to court. With the war over, the antitrust men 
in the Department of Justice who want vigorous action must 
fall back on the courts again. The results can only.be con¬ 
sidered trivial. 

When the United States went to war after Pearl Harbor it 
looked as though IG Farben would lose its American foot¬ 
hold forever. But it turned out that Hermann Schmitz had 
woven his invisible net of concealment exceedingly well. The 
main asset of IG in the United States, General Aniline and 
Film, still remains a possible threat to future peace. The 
pattem of World War I repeats itself with terrifyihg pfe* 

cision. , . 

— The heart of IG remains in Germany. If IG Farben is really 
destroyed in its hojtneland, it will not matter if IG Chemie 
and General Aniline and Film call themselves Swiss or Dutch 
or Mongolian. The final show-down is in the occupation of 
Germany. And there, so far, IG Farben is fighting a success- 
ful battle for survival. 




Ending?—Germany 


In the Spring of 1945 the Allied war against fascism 
reached its highwater mark. 

It was the spring of liberation for the countries of Europe. 
Even in the ruined cities and burned villages the air was 
sweeter: life could Start again. 

. It was the spring in which the American, British, and Rus- 
sian armies broke into the inner fortress of Nazi Germany 
and cut the Wehrmacht to pieces. Late in April came a day 
for which men had waited all the years of the war. Infantry- 
men of the U. S. 69th Division and the Soviet 173rd Guards 
Regiment worked their way carefully to the Elbe River, found 
each other and shook hands. 

Above all, it was the spring in which the future of Ger¬ 
many was settled. It had taken a whole war to flgure it out, 
but we had decided on what we were fighting for. To reach 
agreement had been as dilficult as any campaign of the war. 
Only five years before, the Allies had been virtual enemies. 

In 1933, it was mainly parties of the Left which marked 
Hitler as an enemy. In the United States, people who opposed 
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the Nazis in those years were later labeled “premature anti- 
fascists.” Remembering the manufactured atrocity stories 
of World War I, people had discounted the stories of fascist 
repression as Propaganda. Now it was found that Belsen and 
Dachau and Buchenwald could be smelled before they were 
seen. The truth was worse than any stories. After twelve 
years the whole world saw Nazism for what it really was and 
there was a determination to end it forever. 

In February, 1945, Roosevelt, Stalin, and Churchill met 
at Yalta. Their joint declaration of February llth stated: 

“It is our inflexible purpose to destroy German militarism 
and nazism and to insure that Germany will npver again be 
able to disturb the peace of the world. We are determined to 
disarm and disband all German armed forces . . . eliminate 
or control all German industry that could be used for military 
production; bring all war criminals to just and swift pun- 
ishment. . 

Five months later the Big Three met again. The war with 
Germany was over and two of the three most important Icad- 
ers were newcomers, but there was no change in declared 
policy. In the Potsdam Declaration of July 17th, Stalin, Trm 
man, and Attlee stated: 

“The purpose of this agreement is to carry out the Crimea 
Declaration on Germany. German militarism and Nazism 
will be extirpated and the Allies will take in agreement to- 
gether, now and in the future, ihe'other measures necessary 
to assure that Germany never again will threaten her neigh- 
bors or the peace of the world.” 

The policies of the Crimea and Potsdam meetings were 
not forced on the United States. Quite the eontrary: if 
anything, American policy was more severe and more deter¬ 
mined to wipe out German fascism. Top American plans 
for the occupation of Germany were contained in a directive 
from the Joint Chiefs of Staff to the U. S. commander in 
Europe, General Eisenhower. This directive, known as JCS 
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1067, had been approved in the White House on May 11, 
1945,,after a long internal wrangle in Washington. It rep* 
resented a triumph for the vigorous and unfaltering, anti- 
fascist Position öf the Secretary of the Treasury, Henry Mer¬ 
genthau. 

jeS 1067 went into full detail as to the Steps which should 

.. 

be taken to cut out the heart of the Nazi war machine. Con- 
cerning industry it stated that: 

“ . , , the Control Council should 

“a. prohibit and prevent production of iron and Steel, 
Chemicals, non-ferrous metals, machine tools, radio and elec- 
trical equipment, automotive vehicles, heavy machinery . . . 
except for the purposes [of preventing starvation or such 
disease and unrest as would endanger the occupying troops] 
“b. prohibit and prevent rehabilitation of plant and equip¬ 
ment in such industries [except for the needs of the occupy* 
ing forces] . . 

Thus, the conquering Allied powers went into Germany 
fully prepared with a policy for running Germany after the 
war. The policy was affirmed and reaffirmed by all three 
of the major powers and supported by opinion throughout 
the World. With Germany completely defeated there seemed 
to be no possible bar to' putting the policy of the Crimea and 
Potsdam meetings into action. 

And yet—one year a fter the wa r ende d, the a greed poligy 
for occupying Gein^^ii^y ha^ gone up in smok^._ 

Above everything eise, a^eeniimt oh a policy for occuping 
Germany had been a product of the unity of the Big Three. 
Germany had been the common enemy, Germany conquered 
remained the center point at which the interests of the Big 
Three met—and clashed. The breakdown of a common policy 
for the occupation of Germany was a by-product, and the 
clearest sign, of the perilous disintegration of relations among 
the United States and Great Britain and the Soviet Union. 
After a year of occupation the breakdown of relations was 
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so bad that it was impossible to get a complete over-all pic- 
ture of what was Happening throughout Germany. But the 
inside view of what had happened in the U. S. Zone of Occu- 
pation was bad enough, all by itself. What was known of the 
British Zone made the picture worse. 

In spite of strong Statements of policy and a wealth of dubi- 
ous statistics, the fact remained that the Nazis had not been 
swept out of Germall life in the U. S. Zone. 

For years before the war ended industrial disarmament 
had been preached as an absolute necessity, and it was in- 
cluded as one of the most powerful measures in JCS 1067. 
Yet there was almost no dismantling for reparations or plain 
destruction and IG Farben itself, key industrial war criminal, 
showed signs of regrowth. 

In the British Zone it was charged that large organized 
formations of the Wehrmacht were being preserved. This 
Charge was hardly denied and certainly not disproved. 

At first, when it was apparent that all was not well in the 
management of Germany, there was a tendency to put the 
blame on the French. General McNarney, as successor to 
General Eisenhower, issued Statements during the Fall of 
1945 to the effect that the trouble was caused by lack of a 
central government in Germany, and that the French were 
preventing formation of a central government until the ques- 
tion of the Ruhr and the Rhineland was settled. 

Now m'any things in truth were going wrong in Germany, 
but lack of a central government was one of the least of thern. 
Much more important were the facts that there had been 
no thorough denazification; that reparations had not even 
started to move; that a fight betweeh British and Russians 
had prevented Settlement of the really major question—how 
much industry would the Germans be permitted to have? 
Had the key policy questions been settled, it would have been 
a relatively simple administrative problem to proceed to run 
Germany efficiently, and prevent chaos and starvation. The 
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present state of affairs does not even help the German people 
as a whole; only the Nazis stand to gain. 

In every problem the root of the trouble was the same. Fol* 
low the threads of debate in the Allied Control Council far 
enough and in every case you come to the same falling apart 
of the big powers. The typical line-up showed the Russians 
and British at opposite poles with the Americans and french 
somewhere in hetween. More and more, as the months went 
by, the American position moved closer to the British. 

To judge absolute right and wrong in these cases is im- 
possible. But the directions in which the nations move can 
he clearly enough seen through a veil of back-and-forth ma- 
neuvering. The Russians have moved generally in the direction 
of a peace treaty which would end in a thorough wiping out 
of the German war-making potential. The British, from the 
very beginning of the occupation period, have fought con- 
sistently for a program much easier on the Germans. TThe 
representatives of the United States have moved both ways 
at once; but for every step Th the Russian direction there 


have been three in the British direction. 

For the British there was never any real internal conflict. 
They were signatories to the Crimea and Potsdam Declara- 
tions but it is possible they signed without fully subscribing 
to the meaning. For the United States the case is different. 
Arherican policy, as written in JCS 1067, would have up- 
rooted the basis of fascism and was, incidentally, similar to 
the Russian position, A year of occupation of Germany made 
an utter shambles out of JCS 1067. 


The Position of IG Farben during the occupation offers 
a case study for the rest of German industry. As far as the 
American Zone was concerned, IG was recognized from the 
Start as a Number One war-maker. In fact, as a tribute to 
its great Services to the Nazi State, IG was honored by a 
special U. S. Military Government law, aimed at making it 
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harmless. On July 5, 1945, the U. S. Military Government 
issued its Generäl Order No. 2, directed specifically at IG 
Farben. The order contained a three-way attack on the IG: 
the whole of IG’s property was to be ayailable for shipment 
out of Germany as reparations to the United Nations; if not 
moved out, any parts of IG used in war production were to 
be destroyed; ownership and control of the IG empire was to 
be broken up. 

General Order No. 2 was bolstered by a Special Order 
issued on the same day. The Special Order appointed an IG 
Farben Control Ofiicer and flatly instructed him to “ . . . pre- 
vent the production by and rehabilitation of [IG] plants 
. . . except as may be specifically determined to be in accord* 
ance with the objectives of the United Nations.” 

The Outlook for IG Farben was very black. There had never 
been any question in the minds of the leaders of IG about 
their fate at the hands of the Russians: they had carefully 
‘ destroyed important war plants in the path of the Red Armies 
and all of the leaders who could get away in the last days 
hurried to meet the advancing U. S. and British forces. And 
now, for their pains, they were jailed and Orders were issued 
which seemed to make further operations impossible. 

Investigation of IG Farben was conducted by the Financc 
Division of the U. S. element of the Allied Control Council 
for Germany, under Colonel Bernard Bernstein, leading rep- 
resentative in Germany of the gfoup which had written the 
basic policy document, JCS 1067. No matter how difiicult 
it might be to probe into the scattered records of IG Farben, 
at least there was no chance of a white-wash. 

But Support for IG wa^mjhe^aking, along severalji ne s. 
Tlie"~affack ägainst IG was based orT'^JCS 1067. How- 
ever, even before the war ended there was strong pressure, 
notably frpinjhe Brifi^ directed against the^pösition 'wliich 
JCS 1067 represented. For example, in the early months 
of 1945 a conflict developed between British and American 







ENDING?—GERMANY 


197 


officials over control of inflation in post-war Germany. The 
British argued for a program giving top priority to Con¬ 
trolling German inflation. The American side countered by 
pointing out that: 1) while no one wanted unnecessary chaos 
in Germany/effective Inflation control was beyond the power 
of the Allies because 2) the British program would force 
main emphasis on reviving the German economy whereas 3) 
it was the main task of the Allies to eliminate German war- 
makers and their industrial base. 

Soon enough, also, Opposition to JCS 1067jdevelopeji with- 
in the top ci rcles of "American leadership. Chief political 
adviser to General Eisenhower and to Tiis Deputy Military 
Governor, General Lucius Clay, was Robert Murphy of the 
State Department. In North Africa Murphy had been known 
as a supporter of the Vichyitc Admiral Darlan. In Germany 
he played a more cagey game. The actual lead in the attack 
on the JCS 1067 policy was taken by the Economics Division 
of the American Control Council group. The commanding 
officer of the Economics Division was Brigadier General 
William Draper, formerly with the Wall Street firm of Dillon, 
Reed & Company. 

“ An American investigator probing into the affairs of the 
great German Steel trust. Vereinigte Stahlwerke, came upon 
a“letteF1tb’a Vereinigte Stahlwerke executive dated in the 
'T930’s^^and signed by William Draper of Dillon, Reed. It 
was' a quite normal, friendly, business letter. Certainly there 
was nothing illegal in the writing of such a letter in a normal, 
peace-time year. But certainly also it was expecting a great 
deal to suppose that men whose entire careers had been spent 
in friendly dealings with German businessmen could suddenly 
turn about and destroy their former associates. The Eco¬ 
nomics Division was staffed by such American businessmen, 
in army uniform. As one of them remarked frankly, “How 
can you expect us to punish the Germans for things we would 
liave done in their places?’’ 
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From the beginning Colonel Bernstein and bis group were 
in continuöus conflict with Murphy and Draper and their 
staflFs. In September, after only four months of the occupa- 
tion of Germany, Bernstein was removed as Finance Director. 
The Economics Division, under General Draper, was win- 
ning out. 

Barely a month after the signing of the Potsdam Agree¬ 
ment in July Draper appointcd a German Standard of Living 
Board which proceeded to stand the Potsdam Agreement on its 
head and rip out its heart. At the head of the new Standard 
of Living Board was Calvin B. Hoover of Duke University. 

The basic approach of the Potsdam Agreement and pre- 
ceding policy had been: how much of the German economy 
must be removed or destroyed to finish Germany as a war 
threat? General Draper sent Dr. Hoover and the Standard 
of Living Board off in a new direction: how much industry 
must the Germans have to provide themselves an adequate 
Standard of living? And to make sure that the Standard would 
be high enough, the Board twisted not only the spirit but the 
specific words of the Potsdam Agreement. The Agreement 
had stated that Allied Controls would be imposed to assure 
production which would “ . . , maintain in Germany average 
living Standards not exceeding the average of the Standards of 
living of European countries.** Hoover’s Board interpreted 
this to mean that the Allies were called upon to guarantee 
for the Germans Standards no lower ihan prevailed in Europa. 

The immediate effect was to raise German production 
Standards, to cut the amount of equipment which could be 
taken as reparations, and to leave the German war potential 
much more nearly intact. The basic industry, Steel, was 
typical of the rest. Early U. S. estimates (as for example 
by the Foreign Economic Administfäfidn) of the amount of 
Steel capacity which would have to be left in Germany had 
tallied closely with Russian estimates—five million tons 
per year or less. The repört of the Hoover Board pefmitted ’'" 
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about eight million tons annual capacity or more. 

The effects of all tliis on IG Farben were quickly seen. 
Shortly after the Hoover report was made stock markets were 
permitted to reopen in three German cities: Hamburg in 
the British Zone and Frankfurt and Munich in the U. S. Zone. 
IG Farben had been done away with by Military Government 
Order, but now IG stock reappeared on the exchange. The 
dead Corporation showed surprising vigor: trade in IG 
stock was brisk and the price rose. 

Something was clearly wrong. Simultaneously, two inves- 
tigations of current IG Farben operations were made. Reports 
were submitted in the middle of December, 1945, and it 
turned out that the Germans who were bidding for the stock 
of IG knew what they were doing. 

This was seven months after the Germans had surrended, 
five months after a special IG Farben control authority under 
Colonel Edwin S. Pillsbury had been set up to take special 
care that IG Farben should not be rebuilt, 

Pillsbury had been specifically ordered by General Eisen- 
hower to prevent production in the IG plants “except as may 
be specifically determined to be in accordance with the ob- 
jectives of the United Nations.” 

The investigators discovered that production had started 
in airimpbrtäht IG plants in the U. S. Zone. Apparently, it was 
thbüght that any and all production in IG plants was in line 
with United Nations objectives. In the best tradition of 
American engineering, the U. S. Control Officers were seeing to 
it that the wheels would turn again—in factories which had 
been the center of the Nazi war effort. 

German plant officials testified that their production was still 
low only because of shortage of fuel and raw materials. As 
far as the Control Officers were concerned, the Germans said, 
everything was fine. The Germans’ requests for production 
authorizations were always approved; sometimes they were 
eVeh” böosted. 
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Just how Colonel Pillsbury proposed to determine whether 
production was in line *‘with the objectives of tlie United Na- 
tions” could not be seen, There were no central records which 
permitted adequate control of production plans. There was 
no evidence that any plan prepared by German management 
had ever been rejected by Pillsbury’s office. 

For some of the old IG plants, like the works at Hoechst 
near Frankfurt, the argument was made that the German 
people were completely dependent on them—for pharmaceu- 
ticals, for example. But the purely war-time plants of IG 
were also starting all over again. Hidden in the forests of 
eastern Bavaria was the Gendorf plant. Gendorf was one 
of a group of a dozen chemical works built by the German 
State, solely for war production, and operated by IG Farben. 
Gendorf would never have been built except for one main 
item of production: mustard gas. And now it developed that 
Gendorf, too, was producing again and big plans were being 
made föf its future. It was an excellently equipped, modern 
plant, well camouflaged and never injured during the war. 
In the process of making mustard gas, large quantities of 
ethylene di-glycol were produced. Ethylene di-glycol happens 
to be the same thing as Prestone, sold in America as an anti- 
freeze. So now Gendorf was producing large quantities of 
anti-freeze, with only one last unit of the plant needed to make 
mustard gas Standing idle. 

According to the Potsdam Agreement the whole schedule 
of reparations was to be seltled by February 2, 1946, and ad- 
vance deliveries were to Start well before the February dead- 


line. By the middle of December, 1945, not one item of IG 
equipment had been shipped out of the U. S. Zone as repara¬ 
tions. , There had not even been any preliniinary dismantling 
To get ready for the reparations shipments. Instead, investi- 
gators stood by and watched while equipment was moved 
from a government-built plant at Bobingen to the nearby 
IG Bobingen silk works. 
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There were units in all of the IG plants which had no use 
at all except for war production; there were more than a dozen 
plants which, as a whole, were built only'for the war. Yet 
none of these were destiroyed'except for a few units in two 
pluhtsT" The destroyed units nÜade interesting newsreel shots 
bmlE eir destruction had little elfect on the fifty-five manu- 
facturing installations which IG Farben owned or operated in 
the U. S. Zone. 

In all respects the picture was one of regrowth of IG, 
Farben. Although many of the leaders of IG had been re- 
moved and some were still under arrest there were signs of 
renewal of the old interconnections among the IG plants. This, 
too, ran directly counter to JCS 1067 and the Potsdam Agree¬ 
ment. As agreed by the Big Three at Potsdam: “At the earli- 
est practicable date, the German economy shall be decen- 
tralized for the purpose of eliminating the present excessive 
concentration of economic power as exemplified in particular 
by cartels, syndicates, trusts, and other monopolistic arrange- 
ments.” 

In Munich lived a man named Gebhard Orth. Orth had 
been IG Salesmanager for all of Bavaria. Investigation re- 
vealed that .Orth was now acting as representative for the 
reformed mustard gas works at Gendorf and to keep things 
running smoothly was serving as go-between for IG plants 
all over Bavaria with contacts re-established as far west as 
Frankfurt. Orth’s operations extended into the French Zone 
of Occupation where informal transfers of equipment were 
arranged between Gendorf in the U. S. Zone and the great 
works at Ludwigshafen in the French Zone. When inter- 
viewed by American investigators, Orth was full of plans 
which he was negotiating with the Bavarian Ministry of Eco¬ 
nomics. For example, a new power unit was planned for 
Gendorf which would permit it to expand production greatly. 

In May, 1945, shortly after being arrested, Max Ilgner 
wrote a letter to two of his assistants. He instructed them 
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to keep in touch with each other and the rest of the IG of- 
ficials. He stressed the need to keep the Organization alive 
because, he predicted, the Americans would eventually permit 
IG to Start over again. So cocksure was Ilgner that he sent 
the letter by an American intelligence agent, and his letter 
urged his colleagues to seek American assistance in getting 
in touch with one another. 

The Ilgner letter was not delivered. But the IG men did 
not need such instructions. Although JCS 1067 and the 
Crimea and Potsdam Agreements remained on the books and 
IG Farben was officially dead they made a good Start at a 
^hole new cycle of growth for IG. 

The reports which were issued in December caused only 
niinor set-back for IG. A few more minor plants were 
declared “available for reparations.” By law, all of IG Far- 
had been ‘‘available for reparations” from the beginning. 
^ ^ith the Soviet Union and the Western Powers moving fur- 
and further apart, the whole idea of reparations began to 
t on the quaint aspect of a historical curio. The break-up 
the Biß Three was the salvation of IG Farben. 

The progress of IG Farben under American occupation 
tvoical of industry as a whole in the U. S. Zone of Gcr- 
And the failure of industrial disarmament was typical 
collapse of the whole program to cut out the evils of 
Gernaan system. ^ 

tn® thing given higher priority than the denazification 
^ m. Here the whole question of leadership in Germany 
P^^^-^^plved. If IG Farben, for example, was never to plan 
roduce for war again, guidance of German government 
industry had to be taken from the hands of those who be- 
^ar as a way of living. The first and most direct 
^^^'^roach to this problem was to wipe out the influence of the 


Party 


general terms there was no doubt about what was wanted. 
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JCS 1067 had stated that all active supporters of Nazism or 
militarism would be excluded from public office or frora po- 
sitions of importance in industry, agriculture, finance, com¬ 
merce, or anywhere eise. Exactly how to carry out denazi- 
fication was a harder question. 

Should all Nazis be rounded up and shot? They had done 
as rauch to people who opposed tliem. 

Should they all be given speedy trials and at least sent to 
jail? Should they be deprived of property and all political 
rights? And finally, who were the Nazis and were there good 
ones and bad ones among them? 

There seemed to be too many questions to answer all at 
once. To make a beginning, in June, 1945, an over-all U. S. 
policy was worked out which aimed at knocking the Nazis 
out of positions of importance. Emphasis was on jobs: other 
puhishment could come later. 

But even on this basic level there was a policy fight. And 
as usual, the Political Adviser, Robert Murphy, was lined , 
,up against Colonel Bernstein and the men who sought to apply 
the anti-Nazi principles of JCS 1067. Bernstein and his 
deputy, Russell A. Nixon, argued for a clean sweep. “Get 
rid of all of them now, while we have the chance,” Nixon 
said. “Clean out industry as well as government. Then we 
can properly begin the re-education and re-building of Ger- 
many. And we can give the anti-Nazi Germans a chance to 
get started.” 

Murphy’s men argued for mandatory removal of only the , 
leaders of the Nazi Party, A compromise was reached: all 
Nazis who had joined the Party before May 1, 1937, were 
to be kicked out of jobs of any importance. In May, 1937, 
the Nazi leadership had feit secure enough in its position at 
home to open its ranks to new members. People joining after 
that date were certainly opportunists, but perhaps not as dan- 
gerous as the die-hards who had been in the Nazi Party all 
alohg. 
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A major point against kicking Nazis out of all important 
Jobs was that cverything would break down. The Nazis had 
all the leaders, all the brains. Thorough denazification would 
end in chaos. 

The Firiance Division set out to disprove that claim by ac- 
tual practise. Denazification teams headed by Nixon, Bruce 
Waybur, and Isadore Sälkind traveled throughout the U. S. 
Zone. Nazis were summarily thrown out of banks and public 
finance offices. And, strangely enough, the banks continued to , 
operale. It developed that, in spite of millions of killings, 
the Nazis still did not have a monopoly on leadership. 

Unfortunately, the Finance Division was the only operating 
unit of the U. S. Group Control Council which sent out inves- 
tigators to check up on the work of denazification. For the 
most part, denazification was left to the discretion of local 
military government detachments. In some cases the local of* 
flcers received hints from visiting firemen from headquar- 
ters to go easy on the Nazis. For example, there was the case 
of Colonel Joseph Starnes. He had been a member of the 
U. S. Congress and vice-chairman of the Dies Committee. After 
Jiis defeat in the 1944 elections, he was given an army Com¬ 
mission and a, place in the army of occupation. Starnes made 
one tour of Bavaria in which he happened to visit a series of 
towns just ahead of investigators from the Finance Division. 
The investigators found that in each town Starnes had told the 
local officers to forget about denazification and to get things 
operating. What the Germans needed, he said, was a bal- 
anccd budget. 

The officers in the local military government detachments 
faced heavy responsibility with little preparation. Many of 
^hem had been drawn from combat outfits without any special 
training for the duties of the occupation. While the enemy 
-^vas shooting at them they had been good soldiers. But they 
^ere ill prepared to preside over the post-war misery of the 

Germans. 



/ 


ENDING?—GERMANY 205 

The solcher of the army of occupation soon found himself 
more friendly with his late enemy, the German, then he had 
heen with his allies, for example, the French. He was inclined 
to feel that he had liberated the Frenchman and that he would 
therefore he forever the creditor of France. The German, as 
an enemy, owed him nothing. He could apply a different, and 
much more generous, Standard to the defeated enemy. 

A new ruling dass suddenly made an appearance in 
Germany. The group consisted of young women, pretty, with 
at least passable command of English, at least passable in 
office Work—and preferably without too blatant a Nazi past. 
The American officers who were in charge of German towns 
badly needed secretaries, translators, and, like nearly all 
soldiers, women companions. Attractive English-speaking 
German girls met all requirements. If the American officer 
started off without any deep-seated convictions about Germany 
and . the Germans, the translator-secretary-companion could 
supply them. She could be counted on to point oüt the “good” 
and the “bad” people in town. She became in due course 
an adviser and, ultimately, made local policy. 

As the first summer of the occupation of Germany passed, 
it became clear that the program of denazification was foun- 
dering. A fair job was done in the banks and in local govern- 
ment. But the whole of industry, the particular province of 
the General from Dillon, Reed—William Draper—was barely 
touched. Commerce, the railroads, Communications gener- 
ally, literally reeked with the odor of undiluted Nazism. 

Failure of denazification could not readily be seen in of- 
ficial reports and statistics. Ambassador Murphy had reported 
in August, 1945, that denazification was substantially com- 
plete. However, as upward of tcn million Americans found 
out through personal experiences, Army statistics can some- 
times be misleading. 

The Army abounds in stiff punishments which are rarely 
visjted upon any ranks higher than ser^eant. The theory of 
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punishment for all ranks persists, nevertheless, and it is 
therefore expedient never to admit a failure or omission. And 
since it is peculiarly difficult for the Army to punish its of- 
ficers it is also expedient not to look too closely at or under 
the cover-up. Probably no agency enjoys the admission of 
error. But the Army is better able than any other Organiza¬ 
tion to stifle criticism within its own ranks and cover its tracks. 
For these reasons Army statistics on any debatable subject are 
likely to baffle the orthodox statistician. The figures which 
reported the fiction of denazification were a striking speci- 
men. 

But anything connected with the Nazis was too hot a sub¬ 
ject to remain buried for long. As they traveled throughout 
the U. S. Zone field investigators of Colonel Bemstein’s Fi- 
nance Division were buttonholed by anti-Nazi Germans and 
sincere MG ofßccrs working against great odds who put the 
finger on case after glaring case of Nazis in key positions. 

The facts were laid before General Eisenhower and Gen¬ 
eral Clay. At about the same time they were also laid before 
the world. A group of newspapermen had gone to General 
Patton, then in command of the-Third Army which occupied 
all of Bavaria, or roughly sixty per cent of the U. S. Zone, 
to ask his views on denazification, At first General Patton 
was not disposed to see the press. Then he was persuaded to 
grant a four-minute interview. Once he started speaking he 
kept on going for half an hour. And he had a great deal to 
say. Yes, it was quite true that a clean sweep of the Nazis had 
not been made. The whole Business was much exaggerated, 
anyway. The General likened the fight between Nazis and 
anti-Nazis in Germany to a quarrel between Republicans and 
Democrats at home. 

The explosion which followed brought out in cruel high- 
light the failure of denazification. General Eisenhower 
stepped in and removed Patton from the command of the 
Third Army. Whatever General Eisenhower may have feit 
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about it personally—the two men went to a football game to- 
gether a few days later—the elfect was clear. This time the 
American forces meant business. General Clay thundered to 
his di Vision directors: We must go through with our denazi- 
fication program if we do nothing eise! 

A new law was enacted, under Clay’s personal sponsorship, 
putting the bürden of kicking out Nazis on the Germans. The 
new law, known as Public Law No. 8, went into effect Septem¬ 
ber 26, 1945. As laws go, this one was very simple. It was 
aimed specifically at the most gaping holes in denazification: 
industry, commerce, and transportation. It simply required 
that German employers, under penalty of fine or imprison- 
ment, remove all Nazis from any positions of responsibility 
in any kind of business or industrial concern. 

Here, finally, was what looked like the clean sweep. Now 
the job would have to be done, by the Germans themselves, 
and American officials need only inspect the results to insure 
compliance. IG Farben and the rest of German industry 
would be in safe hands. 

And yet, once more the end was a fiasco. There were three 
weak spots in the handling of Law No. 8, any one of which 
would have been enough to Sabotage denazification, The law 
had stated merely that Nazis must be removed from positions 
of authority or responsibility. In so many cases that it soon 
became the rule, a matter to be taken for granted by American 
officers and Germans alike, ranking Nazis were merely let 
go from their responsible jobs and rehired as janitors or 
repäir-men to do exactly the same work, frequently with their 
qld saläries. Secoridly, the Germans quickly discovered that 
tiiey were not subject to any dose inspection; in many cases 
they simply disregarded the law without even bothering to go 
through the process of changing the titles of their Nazi staflf 
members. Thirdly, the German boards set up to hear appeals 
were rarely staffed with anti-Nazis. All too many Nazis 
got themselves a clean bill of health from the boards. 
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By the end of 1945 Law No. 8 was also marked as a failure. 
A team of inspectors representing the Public Safety Division 
of the Office of Military Government reported in January, 
1946, that Violation of Law No. 8 was so widespread as to 
have become normal. The report was so damning that, accord- 
ing to testimony presented to the Kilgore Committee by Rus¬ 
sell Nixon, it was ordered suppressed by Brigadier General 
Meade, Director of Internal Affaffirs in the U. S. Zone and 
chairman of the Denazification Policy Board. 

As a final admission of defeat, the American authorities 
now dumped the whole problem back in the laps of the Ger¬ 
mans. The Army of Occupation was dwindling. At full 
strength the Army had not had the will and clear-cut deter- 
mination to drive the Nazis out of all positions of influence. 
Now the Germans were told to draft their own denazification 
law, to be enforced by themselves. 

On March 5, 1946, the heads of the three States, orLaender, 
in the U. S. Zone signed a German denazification law which 
took the place of all preceding American laws and directives. 
We had failed to drive out the Nazis ourselves. Now, with 
many Nazis still clinging to positions of importance, we gave 
the Germans free rein. Hitler had had twelve years in which 
to kill off all fighting Opposition. The efficiency of the Nazi 
State was at its highest point in the scientific application of 
police repression. Of the large body of men and women who 
understood fascism and had the courage to fight against it 
in 1933 only a pitiful handful survived. After only ten 
months of military government the anti-fascist remnant was 
hardly in a position to hold its own against the still-vigorous 
German fascism. 

Men in the German State governments who co-operated 
with the U. S. forces now walk literally in the shadow of 
death. Just as after World War I ultra-nationalistic gangs 
are organizing with “death to collaborators” as a main slogan. 
Tn this sense, a German anti-fascist^ working with the Amer- 
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icans to root out the Nazis, is bound to be a collaborator. We 
are leaving such men less and less able to defend themselves. 

The failure of denazification in the U. S. Zone is a major 
retreat from the program agreed to at Potsdam. It is worth 
probing for the reasons behind the failure. In part, the 
explanatibn lies with the men on the ground levels of the oc- 
cupation who became friendly with the defeated enemy. But 
this explanation does not carry very far. Soldiers are still 
subject to Orders. Spme of the officers ^were,.bitterly_ and, 
openly opposed to the anti-Nazi program contained in. JCS 
1067. There were men like Lieutenant Colonel George Auf¬ 
finger, deputy Military Governor of Wuerttemberg-Baden, 
who bluntly stated that if field investigators had not come to 
his office he would not have had to comply with the denazi¬ 
fication directives. But again, this is not enough to explain 
what amounted to a total reversal of a clear policy. 

The true explanation lies in the troubled field of relations 
with the Soviel Union. There was never any doubt in any- 
one’s mind, least of all in the minds of the Germans, that in 
the Russian Zone of Occupalion the important Nazis were 
going to be run out of business. From the beginning there 
were ranking American olficials who feared that if we fol- 
lowed suit, in line with JCS 1067 and Potsdam, we would 
help create a new Germany more in line with Russian pol- 
icies than our own. At least the Western half of Germany 
must be a bulfer against Soviel influence. This has been the 
main point not' only of the slacking up of denazification 
but also of the counter program of getting things back into 
Operation as quickly as possible. 

Particularly enlightening in this connection is the case of 
Richard Freudenberg. Freudenberg had been both a top¬ 
rank German industrial leader and a meraber of the Nazi 
Party. His position put him far above the ordinary pressure 
of the Party. He did not have to join but did, and took an 
active part in Nazi leadership of economic affairs. He was 
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a leading manufacturer, the boss of a Company town, and 
held numerous business directorships. Among other things 
he was a director of one of tbe two biggest private banks in 
Germany and was thrown into jail for interrogation in Con¬ 
nection with bis share in the large scale looting of foreign 
countries handled by the big banks for the Nazi State. 

By all the laws and directives of military government 
Freudenberg should have been removed from bis industrial 
jobs. He was clearly one of tbe top group wbo, aside from 
the obvious handline figures like Goering and Himmler, 
were most responsible for the crimes of Germany. 

The local MG detachment in Freudenberg''s area appealed 
for permission to exempt bim from the denazification Orders. 
The case reached the top Denazification Appeals Board in 
Frankfurt where, in spite of Freudenberg’s record, he was 
granted exemption by a vote of four to one. 

The Statement of the representative of Ambassador Robert 
Murphy’s staff’ was most revealing. Murphy’s man said: 

‘*What we are doing here through denazification is nothing 
less than a social revolution. If the Russians want to bolshe- 
vize their side of the Elbe that is their business, but it is not 
in conformity with American Standards to cut away the 
basis of private property.” 

The Appeals Board member from the Industry Branch 
sided with the representative of the Political Adviser, saying; 
“This man [Freudenberg] is an extremely capable industrial¬ 
ist, a kind of Henry Ford.” 

These Statements were made in the Summer of 1945, before 
“Get tough with Russia” had become an accepted policy. 

The action of Ambassador Murphy’s ofTice in the Freud¬ 
enberg case was typical; and it opened the way to a reprieve 
for the leaders of IG Farben and the clique of Rhineland 
industrialists who put Hitler in power. As General Eisen- 
Jiower’s political adviser Murphy was fully responsible for 
the political tone of the new Germany the American forces 
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were rebuilding and therefore for carrying out the denazi- 
fication directives. Yet Murphy and his men took no part in 
the checking up on denazification in the field, they continu- 
ally exaggerated the amount of denazification already accom- 
plished, and in all policy fights over the handling of the 
Nazis they consistently lined up on the side of easier treat- 
ment. 

The Story of denazification in the other three zones of 
Germany completes the picture of a sharp split between the 
Russians and the Western Powers. 

It was taken for granted—particularly by the Germans— 
that it would go hard with Nazis in the Russian Zone. There 
is no evidence to counter this Impression. In truth, the Rus¬ 
sians’ job of wiping out Nazi influence was easier than it was 
in the western parts of Germany: all the leading Nazis who 
could manage it pulled out of eastern Germany ahead of the 
Red Army and trusted to their luck with the British and 
American armies. 

In general, the Russians concentrated first on the leading 
fascists. For the smaller fry the policy was more flexible. 
They were subject to dose inspection; any move out of line 
was severely punished. To destroy the main seats of reac- 
tionary power an ambitious program of breaking up Junker 
estates was started. In the same way, although there was 
no general program of nationalization of Industries, con- 
cerns which had been completely dominated by Nazi influ- 
ences were taken over by the State. 

The French Zone, by contrast, did not come up to expec- 
tations. It had been assumed that the French treatment of 
the Nazis and militarists would be particularly harsh. There 
was the century-old national feeling; there had been four 
and a half years of Nazi occupation of France; and finally, 
there was no doubt that the new French government would be 
strongly anti-fascist. 
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But when the war endecl in Europe, there was no French 
government. France was represented in Germany by De 
Gaule-ist and career officers of the Army, by old-line officials 
of the former Foreign Office staff, and by outright Vichyites. 
Throughout the first year of the occupation, while France 
struggled through the phases of a Constituent Assembly, these 
officials remained as representatives in Germany. The Posi¬ 
tion they took was a pale reflection of what was going on in 
the British and American Zones. If anything, the French 
denazification program was weaker than that in the U. S. Zone. 
There was a small migration of suspect war criminals across 
the boundary line from the American into the French Zone. 
In March, 1946, Alfred Biscarlet, one 6f a commission which 
inspected the French Zone of Occupation for the Constituent 
Assembly, issued a report which indicated that there had 
been almost no removal of Nazi influences. Quite the con- 
trary, French officials had removed anti-Nazis from posts of 
responsibility. 

Whatever the failures of denazification in the American 
and French Zones, the main center of unreconstructed Nazism 
remains the British Zone. Thp British started the occupation 
on the principle that the main job was to get things moving 
again. The great victory of the Labour Party in the summet 
of 1945 made not the slightest visible difference in this policy. 

In an ^andoned rhunitions plant near Kassel the American 
Army established'whäf was called'the'Mihisleriäl’Collecting 
Center. Here were brought high-ranking officials of all the 
main departments of the Nazi State, for the most part men 
who by their records were subject to automatic artest. These 
top level Nazi leaders and bureaucrats were given the job 
of putting in order the records of their departments against 
the day when a central administration for Germany would be 
created. Theyj^e p^d Jpr„thcir work,_frequ^^ at higher 
ratcs than o thcr Militar y Governm ent diy^mns could päy^anti""” 
consultants^hey ate U. S. Ärmy rätionsT Th'ey aTfend^ed"" 
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American movies at night. Some öf them even had their fam- 
ilies with tliem. The Ministerial Collecting Center therefore 
was a highly attractive place for Nazi government leaders 
tiding over bad times. Even so the population of the Col- 
lecting Center steadily dwindled; in almost all cases the 
reason given was that they were being taken away to the 
British Zone for important advisory jobs. 

The traffic in German reactionaries was mainly in one di- 
rection. A key figure in the loot of occupied countries by 
the big German banks was one Hermann Abs. Abs was wanted 
badly in the American Zone in connection with an investiga- 
tion of German banking inachinations. But months of nego- 
tiation for Abs’s transfer to American hands got nowhere: 
Abs was,.being,employe as an essential financial adviser by 
the British...' 

Örvis Schmidt of the U. S. Treasury testified bcfore the 
Kilgore Committee concerning some of the meh whom the 
British had picked out for top jobs. For example, there was 
Assemblyman Pferdmenges of the British-appointed Rhenish 
Provincial Assembly. Pferdmenges was an active Na^i, a 
director of a Cologne bank, a leader of the big electric trust, 
the AEG, one of the heads of Vereinigte Stahlwerke. He was 
one of the lucky ones who got out of Berlin in time and started 
Operation in the British Zone. There was the case of Abra¬ 
ham Frowein. Frowein was a director of the synthetic silk 
trust; following the anti-Jewish ordinances of 1938 he took 
over the department Stores of the Tietz concern. Düring the 
war Frowein had been a confidential adviser to the Minister 
of Munitions and Armaments. Frowein also prospered at 
British hands. He was appointed to the British-created Eco¬ 
nomic Advisory Board as a member of the “Committee of 
Three.” After more than a year of the occupation the Brit¬ 
ish reorganized the economic council and Frowein resigned. 

Generally speaking, the British have filled the key jobs 
with reactionary nationalists who, though perhaps not Nazis 
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themselves, were part of the group which paved the way for 
Hitler in the early 1930’s. A man like Alfred Hugenberg, 
who was a leader of the German National Party and played 
an important part in the maneuvers in 1932 which brought 
Hitler to power, lives safely in the British Zone and issues 
Statements on policy. Less well known than Hugenberg, but 
of exactly the same political stripe, was a Dr. Lehr, picked 
by the British to be the first president of the Rhineland Zone. 

The direct attack on IG Farben failed. The main plants— 
foundation stones of the old IG like Leverkusen, Hoechst, and 
Ludwigshafen—still produce on a large scale. And the in- 
direct attack through denazification failed as well. 

Denazification was essentially a fight for key points of con- 
trol. The Germans who were left in the important posts in 
government and business would determine the whole mood 
and direction of the country, From the record it must be , 
said: the first year of denazification in Western Germany was 
a failure. The German political climate was still healthy 
for the growth of aggressive monopolies like IG Farben. 






13 

To Make Amends 


In the last analysis the future of IG Farben hinges on the 
reparations program agreed to by the Big Three at Potsdam. 
Applied literally, the terms of the Potsdam Agreement would 
still leave Germany an industrial nation, but reparations ^ 
would drain off all the excess productive capacity necessary 
to make war. IG could no longer hope to dominate the world 
as it once dominated Germany and most of Europe. The 
springs of aggression would run dry. 

In the last analysis, too, the reparations program is one 
of the answers to the pay-off question: will there be agree- 
ment with the Soviet Union? Just as Germany was the main 
target against which the Allies co*ordinated their attacks dur- 
ing the war, so now Germany remains the cross-roads of for- 
eign policy at which agreement must be found br the peace 
lost. And the question of reparations from Germany remains 
one of the single biggest points at issue. 

The Potsdam Agreement may have weak spots, and in a 
few planes it is slightly contradictory, But there is not the 
least doubt about the kind of program which emerges from 
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the document. It is a program which would wipe out IG 
Farben and the whole of Germany’s war-making potential. 
It would force Germany to make good a little of the damage 
done in World War II. And it would prepare the way for 
the birth of a democratic Germany by wiping out the deeply- 
rooted influences of the Nazis and militarists. 

Of all the sections of the Potsdam Agreement that devoted 
to.reparations is one of the clearest. It recognized the fact 
that Russia and Poland had been by far the most damaged 
countries in the war. Therefore all material taken from 
eastern Germany as reparations would go to the Soviel Union 
and Poland. In addition, they would get about twenty-five 
per Cent of the material taken as reparations from the Western 
half of Germany. 

In the approach to reparations at Potsdam, an honest effort 
was made to avoid the mistakes which followed World War I. 
Then Germany was forced to pay the cost of the war out 
of production. The cost was placed so high that German pro- 
duction had to be revived with Allied help; if the bill had 
ever been paid, products of the Allied Nations would have 
been driven from world markets to make way for German 
goods. This time it was agreed that the Germans would pay, 
not by the production of goods, but by the transfer of equip- 
ment, including whole plants. Thus, at one blow, the German 
war-making potential would be cut down and damage done 
to Allied countries would be restored. The backbone of the 
German war machine, heavy industry, would be reduced to 
bare essentials, but Europe as a whole would be no poorer: 
use of Germany’s machines would simply pass into more 
deserving hands. The magic of IG synthetics would become 
the property of the nations which won the war against German 
fascism. 

Naturally, there were vague points in the reparations 
agreement. But the agreement was as definite as anything in 
words can be on the amount of time to be used in ending 
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the vagueness. The whole program was to be settled by Feb- 
ruary 2, 1946, at the latest. Furthermore, advance deliveries 
were to begin well before the February deadline. The force 
of this decision was backed up by the signatures of the Chiefs 
of State: for the United States and Great Britain, President 
Truman and Prime Minister Attiee. 

The Potsdam Agreement was signed early in August. Later 
in August the Russians put in a request for forty-one plants 
in advance delivery. But wheh the Foreign Ministers of the 
Big Three met in Moscow in September nothing had been 
moved. The Soviet Union pointed to the advance delivery 
clause and asked for an immediate beginning of reparations. 
In October the Economics Directorate of the Allied Control 
Council agreed that thirty plants should be shipped at once: 
thirteen from the British Zone, ’fifteen from the U. S. Zone, 
and two from the French. 

The Foreign Ministers met again in December, in London. 
Again nothing had been moved. Again the Russians asked 
for an immediate Start. Again there was agreement. And 
again nothing happened. 

The February 2, 1946, deadline came and passed. Still 
there had been no advance deliveries and there was not even 
a Settlement on how much and what was to be moved. Late 
in February the Soviet Union sent a sharp protest to the 
American government, pointing to the failure of the repara¬ 
tions program and indicating the importance with which it 
was regarded. 

Finally, in March and April, 1946, deliveries were started. 
By the end of April equipment from plant No. 3 of the 
Bremen Daschimag was put on board ship for movement to 
the USSR. Equipment from three other plants, including 
the power unit from the IG Farben-operated Gendorf works, 
had been shipped by rail to the Bremen port. But all this was 
from the U. S. Zone. As of April 3, nothing had been moved 
from the British or French Zones. 
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After this small beginning, wilh the Potsdam schedule 
already twice broken, General Clay announced on May 26th 
that all deliveries on reparations were being stopped. The 
effect of the announcement would have been stronger if ship- 
ments had ever been fairly started. 

The reason given for stopping reparations deliveries was 
that old bugaboo of occupation policy, the failure to centralize 
Germany. Back in the Fall of 1945 it had been convenient 
to blame all shortcomings of the occupation on decentraliza- 
tion, and to blame the French for decentralization. The truth 
was that the French had only asked that Settlement of the 
questions of control of the Ruhr and the Rhineland be 
made before centralization. They argued that if Germany 
were first put under a central administration it would preju- 
dice the chances of even considering the internationalization 
of the Ruhr. Now General Clay took the position that if 
Germany were not centralized the U. S. Zone would need more 
industrial capacity to maintain a minimum Standard of living 
and therefore reparations would have to be stopped. 

Actually, a central administration for Germany is one of 
the least controversial issues. No one is against it. With 
a central administration there are still dozens of forms which 
German government can take. No matter what form is adopted 
the major questions will still be: Have the Nazis been cleaned 
out? Has there been an end to militarist influence? And have 
we knocked out the German war-making industrial potential? 

The real argument over reparations has centered on the 
question of how much industry is to be left in Germany. And 
back of this is the problem of relations with the Soviet Union. 

Communications from the U. S. Military Government in 
Germany to the War Department in Washington show clearly 
enough what is really at stäke. In dispatches sent during 
June, 1946, Russian requests for reparations were described 
as “ . . . unrealistic and would seriously impair the reactiva- 
tion of industry in the U. S. Zone.” 
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There is a little truth in the last half of this Statement. The 
only question is; at what point did “reactivation of industry” 
become America’s major job in Germany? 

Along the same line, the French requests for coal wcre 
also termed “ . . . unrealistic and would have a disastrous 
effect on the German economy.” 

Here there is some disagreement as to what is “unrealistic.” 
By French Standards of realism, apparently, weight is given 
to the fact that for four and a half years France was drained 
of everything the Germans needed, and the French people 
went cold and hungry to provide comfort for the German 
war-makers. 

The whole matter of coal production is an interesting ex- 
ample of the current type of blackmail practised by the 
Germans. The British have given top priority to reviving 
coal production in the Ruhr. Extra diet was provided for 
the miners. Yet production has remained low, so low that 
little can he spared for shipment to France, although before 
the war France was a heavy consumer of German coal. Curi- 
ously, at each crisis in policy toward the Germans, the Ger¬ 
mans appear to have bolstered their position by a sag in Ruhr 
coal production. At the same time, output of the Silesian 
coal fields in the eastern part of Germany had passed pre- 
war levels by April, 1946. 

The Potsdam approach to reparations was based on actual 
conditions as they existed at the end of the war. For this 
very reason it became the center of international political 
conflict. As the most war-damaged nation, the Soviel 
Union woiild receive the lion’s share of German industrial 
equipment. The more you took from Germany, the more you 
gave to Russia; conversely, the less you bothered the Ger¬ 
mans and the more war potential you left them, the less you 
helped rebuild Russian industry. For those who feared the 
Soviel Union above anything eise on earth it became a matter 
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of prime concern to preserve IG Farben and the rest of Ger¬ 
man industry. 

To save German industry it was necessary to invalidate 
tlie Potsdam Agreement. Considering that the Agreement was 
signed by the highest ranking representatives of the three 
strongest powers in the world, that its ideas were in the 
direction of all the agreements worked out during the war, 
and that it was backed by the feelings of everyone who had 
Iiad enough of war—considering all these things, a clever job 
of destruction has been done. 

The attack on the Potsdam Agreement has followed two 
mnin lines. The obvious approach was simply to violate 
cornmitments and stall on sending equipment out of Ger- 
ixiany. As has been shown before, this has been done with 
oomplete success by the British and nearly as successfully 
j^y the United States. Along with outright stalling has gone 
a long-range approach: a systematic campaign to weaken the 
jdeas which lie behind Potsdam. And this campaign, too, 
jß well launched. 

The long-range campaign Starts with the idea that Ger- 
jyiany the economic center of Europe before the war. 

was and still is highly industrialized. It is densely popu- 
It is not a big food producer. If German industry 
Iß cut down the German people will starve and all of Western 
^iiropG will collapse. 

'J'hese ideas have been repeated so often that they begin 
Irnost to be taken for granted. They represent a final triumph 
£o^ the Nazi master of Propaganda, Goebbels. Take the point 
£ Germany’s heavy dependence on food Imports. It is true 
Germany does not have the most fertile land in the 
^^j-ld. But even before the war Germany was nearly eighty- 
ßye self-sufficient in food production and during the 

with millions of slave laborers from Central and Eastern 
^^j-ope working on the land, she became nearly ninety per 
^nt self-sufficient. And this was done without real mechaniza- 
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tion of farming. France is thought of as an agricultural coun- 
try; yet, according to German figures, France before the war 
had about the same degree of self-sufficiency as Germany— 
around eighty-three per cent. 

It is true that, Germany is densely populated. Yet it is no 
more densely settled than, for example, Italy. Italy bas two- 
thirds Germany’s area and also two-thirds Germany’s popu- 
lation. But Italy has barely fifteen per cent of Germany’s 
steel-making' capacity, and Steel is the measure of heavy 
industry. If Germany could not survive without its present 
heavy industry, then Italy would have passed out of existence 
long ago. 

Consider a whole group of European countries; Austria, 
Belgium, Czechoslovakia, France, Hungary, Italy, Luxem¬ 
bourg, Poland, Roumania, Spain, Sweden, and Yugoslavia. 
For all twelve countries combined, average Steel production 
between 1930 and 1939 came to about seventeen and one- 
half million tons a year, The combined population of the 
countries was two hundred and seventy-six millions. Ger¬ 
many, with a population of sixty-six million, would have had 
an average Steel production of only a little more than four 
million tons per year if she were no more industrialized than 
the average of the surrounding nations. Actually, at the peak 
of the Nazi war effort, German Steel production had risen 
to more than twenty million tons per year; a great part of 
the excess capacity was entirely for war production. 

In view of the average capacity of the other European 
countries, early estimates by Americans of the amount which 
should be retained in Germany ran between three and live 
million tons per year, As late as October, 1945, Edwin 
Pauley, Commissioner for Reparations, remarked in Europe 
that 3.2 million tons of Steel had met all of Germany’s needs 
in the depression year 1932. But by the time the four occupy- 
ing powers had gotten down to deciding the German level of 
industry (on which reparations, if any, would have to be 
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based), the official American figure had been pushed up to 
eight million tons or more. This neat trick was accomplished 
by General Draper and bis Standard of Living Board under 
Dr. C. B. Hoover. 

The Russian estimate of how much Steel capacity the Ger¬ 
mans should have, remained at 4.5 million tons per year. 
The British had started talking about a figure of fourteen 
million tons annual capacity—just about equal to the entire 
remaining capacity in the Ruhr—and by way of compromise 
came down to nine million. The figure finally agreed to was 
seven and one-half million tons, with the added hope that 
actual production in any one year would not rise above six 
million tons. 

The heart of German steel production is in the grimy blast 
furnaces and Converters of the Ruhr, in the British Zone. 
The British have not moved an inch on reparations and there 
is not the slightest indication—aside from signatures on in¬ 
ternational agreements—that they intend to. Even if there 
should happen to be a violent shift in British policy, how- 
ever, German steel-making capacity at 7.5 million tons per 
year would still run fifty to one hundred per cent above the 
average for neighboring countries. 

Steel set the pattem for the other industries, when the 
German level of industry was set. In every case, the Rus- 
sians argued for less capacity, the British and Americans for 
more. 

Consider the case of synthetic textiles. Here was an in¬ 
dustry, enormously swollen during the war through the good 
Services of IG Farben, convertible to the production of ex¬ 
plosives. The British proposed that the Germans be left 
with a capacity of 250,000 tons per year which was just 
four and one-half times as much capacity as they had before 
the war. The figure finally agreed on was 185,000 tons per 
year, which was still more than three times the pre-war 
German output. 
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Or consider the production of dyestufifs. IG Farben demon- 
strated over a period of forty years the intimate Connection 
between dye-making and the development of new techniques 
for war. Even so the American proposal was for an annual 
production as high as sixty thousand tons, as against the 
French and Russian argument for no more than twenty-five 
thousand tons. The compromise was for a dyestulf produc¬ 
tion of thirty-six thousand tons yearly. 

In the case of cemerit the Anglo-American position was for 
no limit at all on present capacity; this would come to about 
fourteen and one-half million tons of cement per year. Cer- 
tainly there is an enormous amount of construction to be 
done in Germany. This is also true of the whole of Europe 
in a broad swath from Normandy to Stalingrad. Germany’s 
present cement capacity is much above its needs and would 
leave the surrounding countries far behind in construction. 
Both American and Soviet representatives agreed in calculat- 
ing that the Germans actually need no more than six million 
tons of cement per year. The figure finally settled on was 
eight million tons. 

The reparations System drawn up at Potsdam made sense. 
By concentrating on the transfer of machinery instead of 
payments in cash or goods, the Potsdam System would simply 
shift the balance of industrial power from the world center 
of fascism to the countries which suffered the most from 
German aggressipn. 

That is, the Potsdam System ivould do this—if applied. 
But the whole reparations program was badly hurt by forcing 
up the level of industry to be allowed in Germany. And as 
long as there is still no machinery moving out of Western 
Germany all the debate on the subject will be merely idle 
talk and political gossip. If the stalemate continues, it is 
more than likely that the Potsdam plan for reparations will 
be dropped by consent of all the Allied powers. If then the 
Big Four agree to try to take reparations out of current pro- 
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duction, the way will be clear for a return to the folly of 
Versailles. 

Reparations are the key to the control of Germany and its 
supreme war-producer, IG Farben. Relations with Russia 
are the key to reparations. In the heat of strife between the 
Western Powers and the Soviet Union, the work of the mili- 
tary occupation of Germany is paralyzed—and IG Farben 
gains strength once more. 
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Brush Fire 


Between the ending of tlie war and the beginning of Allied 
occupation tliere was a new government in Germany. For 
a few days Grand Admiral Doenitz took over as successor to 
Hitler. Doenitz did not last long, but he had time enough 
to make several sp^eches over the Flensburg radio. Part of 
bis proclamation announcing the end of the war to the Ger¬ 
man people is worth quoting: 

“On May 8 at 2300 hours the arms will he silent. 

“German soldiers, veterans of countless battles, are now 
treading the bitter path to captivity, and thereby making the 
last sacrifice for the life of our women and children, and 
for the future of our nation. 

“We bow to all who have fallen. I have pledged myself 
to the German people that in the coming times of want I will 
help courageous women and children, as far as I humanly 
can, to alleviate their conditions. Whether this will he pos- 
sible I do not know. 

“We must face facts squarely. The unity of state and party 
does not exist any more. The party has left the scene of 
its activities. . . 
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“ . . . All of US have to face a difficult path. We have to 
walk it with dignity, courage and discipline which those 
demand of us, who sacrificed their all for us. We must walk 
it by making the greatest efforts to create a firm basis for 
our future lives. , 

One of the simpler lessons of history is that people often 
mean what they say. It seemed unlikely, but Hitler meant 
it when he said he would have the world for Germany or die 
trying. 

Doenitz’s proclamation sounds very much as if he meant 
it, too. There is a note of scorn for the Nazi Party which 
“left the scene of its activities.” But there is no scorn for the 
German Army. It was a motley crowd of little boys and 
elderly men which went down “the bitter path to captivity” 
when the war was over but Doenitz covers its wounds with 
the cloak of glory. There is no admission of error, no call 
to a different way of life. Honor your dead, Doenitz says. 
Preserve your discipline. Build a firm base for the future. 

It is easy to laugh at the beaten Hitler. There are few Ger¬ 
mans still alive who would laugh at the words of a Grand 
AdmiraP Doenitz. 

The universities began to open again in the U. S. Zone of 
Occupation in Germany. The young men who survived the 
finish of their Wehrmacht went back to school. They wore 
their army boots, parts of their uniforms. They sat in the 
cold, dreary, sometimes bomb-scarred classrooms, and lis- 
tened and waited. They were young soldiers out of work. 

Pastor Niemoeller went to speak to the boys in the school 
at Erlangen. The Pastor was once a U-Boat commander him- 
self. In earlier years he had spoken for Hitler. Even at the 
end of World War H he had said that a patriotic German 
had to light in any war his country started. 

But now he was telling the veteran-students of Erlangen 
his latest thoughts about World War II. It was a bad war, 
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he said. The whole German nation was stained with war 
guilt. They must all share in the war guilt. 

First there was loud coughing in the room. Then there was 
the sound of army boots shuffling and scraping the floor, 
shuflOling louder and louder, tili the words of Pastor Niemoeller 
were drowned out. 

The last ten years of this man’s life had been spcnt in three 
concentration capips. At the end he was shipped to Dachau, 
ßy virtue of survival he had become a sort of unofficial senior 
political prisoner. 

He was a remarkable man. To survive ten years in the con¬ 
centration Camps was in itself in the nature of a miracle. It 
required tremendous endurance, great luck, and an unshake- 
able desire to live. Fach morning for ten years he had faced 
the prospect of a possible violent death by nightfall. Almost 
literally, one had only to catch the eye of a guard in the 
wrong way. 

And then there came a day when he heard shots and con- 
fused shouting and someone cried, “The Americans are here.” 
That was a day he would never forget or ever entirely re- 
member. 

He Started home and news of his coming went ahead of 
him. His home was in a small industrial suburb across the 
river from Frankfurt-on-the-Main. In his' district the streets 
were narrow and twisting and cobble-stoned, the houses were 
small and cramped together. There were still people there 
who remembered him. They planned a big homecoming party 
and decorated the Street with placards and flowers. They 
collected whatever food they had for a banquet. 

Unfortunately, it was hard to send messages across Ger- 
many in those days. He stayed at Dachau an extra day to 
help distribute food to the liberated prisoners, and arrived 
home a day too late for his own celebration. The placards 
were down, the flowers wilted. 
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So the people came to see him, to wish him well and talk 
about the future, to see how he looked, to congratulate his 
wife and the daughter who had grown from eight to eighteen 
while he was away. For three days he allowed himself this 
kind of vacation, three days after the ten years. For those 
few days he held open house, he visited with his relatives, 
he tried to reach back to his wife across the gap of years. 
And then he went to work. 

He was given a job in the provisional German government 
which was taking shape in that region under the military 
authority. And now there were some Americans who came 
to visit him, to see what an anti-Nazi German had to say. 

One American came to see him in the evening. The dark 
Street was so narrow and twisting that the American had 
difficulty maneuvering through it in his jeep. They spent a 
pleasant time together. The American asked a few questions 
trying to catch the meaning of ten years in concentration 
camps across the barrier of languages. The man from Dachau 
answercd readily, turning often to his wife for words and then 
smiling always when his eyes found hers again. 

The American asked questions about a program for the 
redemption of Germany. The man from Dachau represented 
some groups of Germans. Did he think it would be possible, 
for example, to root out all the Nazi and remove them from 
important posts? 

“Yes,” the man from Dachau said, “of course. It is easy 
to find the Nazis. Just ask me and my friends. But what are 
you going to do about it?” 

What about the big cartels, the American asked. Would it 
Be possible to break their grip on German economic life? 

“Yes, definitely. Difficult, but possible and necessary.” The 
German grinned as if to indicale that from here on all 
problems could be solved. “But all we can do is support such 
a program. There will be many, very many, who will oppose 
jt. What will you do?” 
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The Amreican asked about democracy in general. Would 
it be possible to build a new, free and deraocratic state in 
Germany? 

The man from Dachau answered: “Of course,,of course. 
We must. But you are the Military Government. Teil me, 
please, what are you going to do about it?” 

The American investigators were shown around the mustard 
gas plant by the German engineer, Dr. Roell. Dr. Roell was a 
lucky man. He had a good record with IG Farben, which had 
operated the plant for the German government. He had never 
joined the Nazi Party. And now he was back at work again, 
operating under license from the U. S. Military Government. 

The plant was hidden deep in a forest. Its units were scat- 
tered and camouflaged, connected by miles of forest-green 
pipes. The equipment was new, nothing had been touched by 
the war. Dr. Roell took pleasure in showing off the efficiency 
of his lay-out. 

Was the plant now in Operation? 

Oh yes, certainly, it made large quantities of anti*freeze, for 
automobile radiators. 

Had they ever made anti-freeze before? 

But, of course. It was simply ethylene di-glycol. In Ger¬ 
many it was known as “Glyssantine,” in America “Prestone” 
—the same thing. Most of the plant was set up to produce anti- 
freeze; only one last Operation was required to convert it 
into mustard gas. 

Did they have any trouble getting permission to operate 
from the American officers? 

Not at all. Dr. Roell wanted to make sure there would be 
no unpleasant misunderstanding. The Situation was quite 
encouraging. If only they could get more coal. Did the gentle- 
men think that could be arranged? 

Could the mustard gas plant produce anything besides 
anti-freeze? 

Of course. In this plant everything started from limestone 
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and coal. What was wanted? Dr. Roell produced a report with 
a long and varied list of products, production of which was 
already planned and approved. 

Would it be easy to produce mustard gas again? 

Yes. Dr. Roell asked: “Are you gentlemen interested in 
that—now?” 

A dozen of the most important executives of IG Farben 
were kept in the old city jail in Frankfurt, guarded by Ameri¬ 
can soldiers. For all of them it was an unusual experience. 
They reacted in different ways. 

Dr. Max Ilgner quickly demonstrated bis talents for Or¬ 
ganization; his G.L jailers put bim in charge of the details 
which cleaned out the cell block. Dr. Günther Frank-Fahle 
busied himself with a journal, in a calm and objective man- 
ner. Dr. Georg von Schnitzler did not take it so well, 

Dr. von Schnitzler had been the head of the IG Com- 
mercial committee. He had represented IG as an ambassador- 
at-Iarge in important international functions. It was he who 
had received the surrender of the French chemical industry. 

When first arrested Dr. von Schnitzler had given the Im¬ 
pression of constantly looking over his shoulder for a firing 
squad. He was frightened. The story from other IG men 
was that most of his drive came from a shrewd and ambitious 
wife. After a few weeks in jail he seemed old and broken. 
His clothes looked bad. Some days he forgot to shave. 

After the investigation of IG Farben had continued for 
some time an American ofFicer decided that the IG executives 
no longer need be kept in jail. They were released. 

Later, the same,day, Dr. von Schnitzler was seen entering 
the Carlton Hotel, taken over during the occupation as quar- 
ters for American officers. His appearance was totally 
changed. Once more he looked like an ambassador-at-large. 
His manner was smooth, his bearing imprcssive. As he walked 
through the lobby of the Carlton, the news could be heard 
spreading among the German help in a rustling whisper. The 
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manager greeted Dr. von Schnitzler like royalty. There were 
bowings and scrapings all over the lobby. Was there anything 
he wanted? Was there anything which could be done? Rubble 
still lined the streets of Frankfurt but it looked as if the good 
old days might be coming back. 

The next day the decision was reversed by another Ameri¬ 
can official. Most of the released executives were ordered 
picked up again. Dr. von Schnitzler was among them. He 
went back to jail, started to look seedy again, and the clerks 
in the Hotel Carlton waited a little langer for the good old 
days to come again. 

Half of the task of destroying Nazism was accomplished by 
Allied arms on the battlefield. The other half of the job was 
planned at Potsdam. More than a year after agreement was 
reached by the Big Three at Potsdam, the second half of the 
job still remains to be done. 

The forces which made Germany a war-maker are still 
active, If the particular half-mad philosophy of Hitler and 
Rosenberg is no longer heard very much in Germany, thi? 
only makes the danger greater. It is true that Germany can 
not imraediately launch armies against the whole world. Let 
no one take comfort from this. The Germans can still throw 
a heavy weight toward the side of any new type of fascism 
which develops. There remain brush fires in Germany today 
which tomorrow can turn into a raging inferno to engulf the^ 
World. 
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APPENDIX 1 

Some Facts About Cartels 


Throughout this book the term “cartel” is frequently used. The sto^ of 
IG Farben ia, of course, as good a demonstration as posaible of cartels in 
Operation. Some of the more general background of cartels is given in tne 
appendix which follows. 

Definitions of Cartels c * i 

Perhaps the siraplest explanation of cartels was given by Adam Smith 
more than a Century and a half ago. Smith wrote, “People of the same ra e 
seldora meet together, even for merriment and diversion, but the conversation 
ends in a conspiracy against the public, or in some contrivance to raise pnces. 

Tbe cartel is simply the most modern in a series of business devices aimeU 
to Control trade and production, to stifle competilion, and to keep pnces higli. 
It takes the form of an agreement between supposedly independent businesses 
and it can cover any thing from setting of production quotas to sharing ot 
trademarks to establishing of Joint sales Offices to Splitting of profits an 
sharing of patents and industrial methods. u• . 

The dozens of different kinds of cartel all add iip to the sanie t mg, 
competitors in a limited market, usually large organizations and often dominant 
monopolies in several countries, agree lo share the market or at least to stay 
within assigned areas. The terms of agreement may be highly complex, drawn 
with the formality of diplomatic protocol, but tbe essential features are 


sharing of market and control of prices. j ti ^ 

The cartel of course runs counter to all the precepts of free trade, but 
it can hardly be said that there has been a serious fight between the opposing f 

philosophies of free trade and cartelization. Free trade is an idea so rauch 
and so long talked about that it has acquired a reality of its own—without ever | 

having been realized for any great length of time in any dominant part of 
the world’s economy. 

At most, laissez faire described a policy to the best interests of one group i 
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in one country at a particular time. So long as British industry had a com- 
fortable lead over producers anywhere eise, it was clearly to the interest of 
the manufacturers and traders of England to be able to seil their wares 
wherever English ships could carry them. 

But what a brief period in the world’s history was covered by that phase 
of British free trade. Throughout the Western World the breakiip of feudalism 
—in which free trade was impossible—led to mercantilist imperialism in 
which the self-contained economic spheres or units were mercly greatly en- 
larged and more efficiently operated. If one looks for a formal closing date, 
it might be said that the period of the old cominercial or mercantilist empircs 
ended with the triumph of British over French empire-building in 1763. 
But even in England itself, it was not until the first third of the nineteenth 
Century that the traders and manufacturers could force repeal of the tariff 
on wheat against the Opposition of the landed aristocracy. And hy the last 
third of the nineteenth Century a new age of political imperialism and eco¬ 
nomic monopolies was getting well under way, The cartel movement in Germany 
is generally held to have begun as early as 1873. France took Tunis in 1881 
and in thirty years European countries had taken over all of Africa except for 
Liberia and Abyssinia. 

Even as a theory, free trade was more or less the sole property of 
English business of the nineteenth Century to be used as a weapon against 
foreign competitors who hid behind tariff walls and domestically, against their 
own native Version of a farm bloc, Significanlly, the Germans never produced 
a school of economic theorists who preached tlie doctrines of laissez jaire. The 
infant Industries of the United States, fighting for a foothold against the 
established Workshops of Great Britain throughout the nineteenth Century, 
needed no theoretical excuse to seek shelter behind the protection of tariffs. 

Today there is hardly even a theoretical fight over free trade. The old terms 
are used but in different Connections. The idea of “freedom” for trade and 
IjusJUCss enterprises generally is used to mean freedom from govemment con- 
straint, freedom therefore to organize in restraint of trade. The idea of “self- 
government in industry” was developed in the period before World War 11 
JO mean nothing less than the right to organize industry-wide cartels. Tlie old 
jtlea of the right of the individual trader to enter any market he sees fit 
and to seil there at any pricc he chooses has become anachronistic. 

The truth is that the cartel has grown up as an inevitable by-product of 
the whole vast economic process throughout the world in which big business 
organizations have become bigger and world markets have shrunk to provide 
j^are elbow roora for competing industrial giants. Along with trusts and mono¬ 
polies in the economic sphere and the various forms of imperialism, including 
fascism on the political side, the cartel is one of the direct results of, and 
Instruments for, concentration of control. 

-The evil effects of cartels are all too clear in the wreckage of world war. 
'I'hot they must be curbed and if possible eradicated is as simple and self- 
gvident a proposition as the notion that a world which has become host to the 
^toui bomb should avoid war. The slory of IG Farben and its dealings with 
|ts cartel partners illustrates as clearly as anything can how cartels adapt 
jlieiuselves to the pressures of irapcrialist rivalry and become in fact the 
vebicle through which a great war takes shape. But the soIution will not be 
foU^^ attempt to turn the clock back to an economic policy of laissez faire 

^bich was barely able to work even when it was first proposed. 
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The cartel must be handled on its own terms, wilhin the actual conditions 
out of which it arose. And this involves in the first placc an understanding of 
how cartels operate, how they developed and what they did to promole war. 

In testimony before the Kilgore Committee of the U. S. Senate, one of the 
Department of Justice experts on tnists and cartels, Corwin D. Edwards, out- 
lined the three main ways in whicli cartels are set up. 

Some cartels are set up simply as associations, resembling as Edwards 
says, . a national trade association which is engaged in restrictive activities 
. . . Such cartels may formally agree to fix prices; to limit and apportion out¬ 
put, sales, or exports; to allocate market territories; to redistribute profits in 
accordance with an agreed formula; or even to seil through a jointly niain- 
tained sales agency. . . 

A cartel of tids sort is limited by how thoroughly the cartel Partners 
control the market, and by the same token, the extent to which they have a 
monopoly on production. In some countries, notably the United States where 
the Sherman Act after half a Century remains in eflect, such operations of 
cartels are limited by law. 

The association may be government sponsored. In foreign countries this is a 
comraonplace; it can happen here, too. The language of American policy is 
full of tribute to the principles of free trade but even here we have cartels set 
up with full sanction of the law. For example, under the Webb-Pomerene Act of 
1918, export associations were created with specific immunity from the Sherman 
Act. For our own part these might simply have been set up as a defensive 
measure to maintain American foreign trade in the face of intervention by 
foreign govemments but from the foreigners’ viewpoint these were plain cartels. 
R. Liefmann, a German cartel authority;, described associations set up under the 
Webb-Pomerene Act as “. . . a clear case of export cartels deliberately foslered 
by the Government of the U. S. A. to the detriment of the European constimer.” 

A second major type of cartel is the patent licensing agreement. This 
was perhaps the most realistic and at the same time the commonest basis for 
international cartel-making in the period before World War II. The driving 
force of an economy is of course technological development. Particularly in 
newer Industries, agreements based solely on control of prices and markets 
would soon break up if one partner moved far ahead with new processes. 
Furtherraore, the patent sharing device was especially well-adapted to the 
German Position—and as has been seen, the Germans, with IG Farben in the 
lead, were the prime movers in international cartel building. Because of inten¬ 
sive devotion to commercial Science, Invention was the big stick used by the 
German negotiators in the diplomacy of Big Business, Share the markets with 
US, they said in effect, or we will drive you out with new products. 

The patent sharing agreement generally also calls for sharing of industrial 
methods, the unpatented body of special knowledge of how to do things which 
can be more important than the Information contained in a formal patent. And 
it quickly spreads. An agreement between two concems soon affects all pro- 
ducers. If one of the original Partners enters a cartel arrangement with another 
Organization, the terms of the first cartel must be protected and maintained. 
If Du Pont in the United States, for example, has a cartel agreement with IG 
Farben, then a deal made by Du Pont with, say, the Imperial Chemical In¬ 
dustries of Great Britain in the same field must be consistent with the terms 
of the arrangement with IG. IG, in effect, has acquired an important veto power 
over the operations of its partner. In this way, a few basic industrial alliances 
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can be quickly spread into a complex but consislent network of patent and 
process sharing agreements covering a major field in all the important countries 
of the World. 

The patent sharing part of the agreement is merely a first step. The patent 
agreement is based on division of territory. That is, IG may grant use of 
certain patents to, say, Standard Oil of New Jersey, but the use of thosc 
Patents is confined to certain areas, the areas agreed upon by the cartel Partners. 
And when the world markets are split for patented products, the same split 
soon enough applies to other products as well. 

With processes and areas shared, the problem of prices is easily handled. 
Artificial monopoly has been created and the cartel partners can proceed as 
they see fit in their own domains, secure in the understanding that competing 
products cannot face them to meet a challenge by lowering prices. 

Still another method of cartel-making involves the setting up of combines 
which . . control international markets not by contract but by uniting com- 
petitors under a common ownership or management.” In other words, competi- 
tors from two big countries may agree to go into a third country and to join 
hands there by operating through one, jointly owned Company. Thus the U. S. 
Du Pont Company and the British Imperial Chemical Industries operate in 
South American countries through the jointly owned Duperial Companies. 
Within the United States itself Du Pont and a subsidiary of the German IG 
sold seed disinfectants through the jointly owned Bayer Semesan Co, 

The German Cartel Movement 

A German refugee in England, Ernst G. Preuss, wrole a pamphlet to prove 
that the real German warmakers were the rulers of heavy industry in the 
Ruhr and the Rhineland. He cited a document left to him by his grandfather, 
an owner of cotton mills in Silesia who wrote as follows on his retirement 
in 1884: 

“May my great-grandsons when reading the contents of this envelope in 
fifty years time consider the authors of the enclosed speeches worthy inmales 
of a lunatic asylum, but not, as unfortunately they actually are, representatives 
of the most infiuential quarters in Germany. God knows why so many of my 
former colleagues in industry feel prompted to make use of any lunatic and 
crook who comes their way to propagate their unsavory aims in a most un- 
savoury manner, apparently without realizing, intelligent fellows as they 
otherwise are, that llieir eflorts are bound to lead to internal strife and in 
the end to war with other nations which will not in the long run tolerate the 
exaggerated ambitions cherished by so many of my colleagues.” 

The envelope contained newspaper clippings of speeches made in the 
Reichstag and Prussian Diet by one Adolf Stoecker, a Lutheran minister who 
was a pre-Ilitler ultra-nationalist, anti-Semite and pro-dictator. Stoecker had 
been maintained in the Reichstag by the iron and coal men of Westphalia. 

Düring that same decade of the ISSO’s Lincoln Steffens, then in his mid- 
twenties, was a Student in Germany. Steffens in his lifetirae demonstrated that 
he was a mercilessly clear observer. Yet his attention was caught by a different 
aspect of German life. He wrote aboul the German merchants in a letter to his 
family: 

. I have begun my music course. . . It is delightfui and educational in 
the truest sense. . Beer is eerved and everybody drinks it. . . It is a beautifui 
sight to see the German carry his home around with him and never partake 
of pleasure without sharing it with those at home. 
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“The German merchant takes a different view of life from an American. 
He thinks the American very foolish to go on all his life working hard to pile 
iip money which he does not get the pleasure out of. . . The German merchant 
has a finer classical training and edacation, which makes him need the 
society of men (not dunces) and women, books, pictures, art, and music. 
These are cheap. But he needs leisure for enjoyment of these things, and it is 
pleasing to see a Banker after dinner at night sit down and think ahout a few 
paintings and then go back to business.” 

Here, then, are the two views of Germany—the apparently irreconcilable 
views of a country which on a base of well advertised culture and good cheer 
built a structure of scientific barbarism. 

As history has shown, both views of Germany and German husinessmen 
were correct. Both were visible sixty years ago. In spite of apparent contradic- 
tion, both came from the same sources in the development of the German nation. 

Germany was the late-comer.in the industrial arena. When England and 
France emerged from the Middle Ages as full-fledged nations, what is now 
Germany was still a patchwork of feudal principalities, Düring the seventeenth 
Century while commercial empires were being built by the other nations on 
the Atlantic coast of Europe, the weak and divided German States were a 
battleground. The industrial revolution Avas well under way and the Napoleonic 
wars over before the first signs of German economic unity came with the 
formation of the customs union in 1819. 

The German merchant of the nineteenth Century grew up in a world which 
had already heen staked out by the traders of other nations. He grew up in a 
country which had discovered nationalism late and achieved it finaUy only by 
going to war three times in the years between 1864 and 1870. The nationalism 
which took so long in Corning was doubly strong when it arrived. 

In the commercial battle against the entrenched economies, the Germans 
had to compete by all means, fair and foul. There could be no question of 
coasting on their gains. Any idea of peaceful settlement of Claims, preserving 
the Status quo, could only leave tliem where they had heen, on the outside 
looking hungrily in. German economic policy therefore was etemally aggressive 
and strongly nationalistic. 

But while the German businessman started out on the big*time of world 
competition as a poor Outsider, he nevertheless had important advantages. As 
the Johnnie-come-lately he could profit by the experience of those who went 
before him. Business pioneering is expensive. The first form of an invention 
is rarely the most efficient. Germans starting industrial production could pick 
what appeared to be the best equipment and methods. They were not committed 
to something out of date by virtue of large Investments in obsolete plants. 

Thorstein Veblen described the advantages of the German position in the 
following way: 

“The country being at the same time .. . not committed to antiquated sites 
and routes for its industrial plant; the men who exercised the discretiou were 
free to choose, with an eye single to the mechanical expediency of locations 
for the pursuit of industry. Having no obsolescent equipment and no out-of- 
date trade connections to cloud the issue, they were also free to take over 
the processes of the new industry at their best and highest elficiency, rather 
than content themselves with compromises between the best equipment known 
and what used to be the best a few years or a few decades ago. So also in the 
financiering of the new ventures. . 
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Even tlie culture which tourisls found so pleasant in the Gcrmany of the 
late nineteenth Century paid off in biisiness advantages. The great universities of 
Germany were hoary wilh tradition. There were not many of them, by American 
Standards. They were not, and never became, open to all the people. But the 
sons of prosperous merchant faniilies went to them and acquired the best of 
scientific training along with beer, good music, and saber cuts. As a result, 
German industry acquired leaders who were scientists as well as managers, 
technicians as well as entrepreneurs. This advantage lasted into the period 
between the two world wars and was one of the secrets of German succcss 
in the big international poker game of cartel diplomacy. 

The beginning of the German cartel movement took place immediately 
after the Franco-Prtissian War. By this war the unification of Germany was 
completed and the stage was set for both rampant nationalism and some new 
tricks in aggressive business which ihe rest of the world had not yet seen. 

In the early stages, there was no chance for Germans to set about caplur- 
ing foreign markets frora the comfortable business community of England. 
The Germans had their hands full taking care of their own domestic markets 
in tlie face of foreign competition. What was more natural than for the Ger¬ 
mans in different Industries to pool the home market, fixing prices and pro- 
duction quotas, to make a common front against all Outsiders? The cartel grew 
Up in a cordial atmosphere. The German monopolist on the way up was luckier 
than bis American counterpart. He did not have to worry about a Populist 
movement. He had no muckrakers to contend with, no anti-trust laws to avoid. 
He was building greater (and more profitable) concerns for the good of the 
new empire. 

More than fifty years later the same attitude prevailed. The German 
cartelist was still the super-patriot in a nation of super-patriots. In 1928, 
at a time when British and American corporations were making cartel bargains 
in the name of international business without regard for national internst, 
the German Osram Company stated: 

“An international cartel has no right of exislence and a German business- 
man has no right to become a member of such a cartel if this cartel is acting 
against the common interests of Germany.” 

By way of contrast, here is a Statement made in April, 1939, by the chair- 
man of the board of the U. S. General Motors Coporation, referring to any 
American firm operating abroad: 

“It should attempt to attune itself to the general business of the com¬ 
munity; make itself part of the same; ... I believe further, that that should 
be its Position, even if, as is likely to happen and particularly as was the case 
during the past few years, the management of the Corporation might not 
wholly agree with many things that are done in certain of these countries.” 

With a rapid increase in productive capacity, under pressure of a tight 
home market and few foreign markets, concentration of German industry moved 
forward in the years leading up to World War I, without Opposition or 
Interruption. The movement took two main lines: formation of cartel agree- 
menta araong independent producers, first on a regional basis, and after 1900 
on a nation-wide scale; and, particularly in prosperous years of industrial ex- 
pansion, outright consolidation of independent Companies into single combines 
with common ownership and management. 

Some writers have made much of the differences between the two processes 
of cartel building and outright mergers, pointing out that in Germany the 
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cartels grew fastest in the years of depresslon when it was necessary to divide 
the limited market and most consolidations occurred in prosperous years when 
the advantages of larger scale production could be used in a booming market. 
Of course, there were differences. Biit the main purpose and the main effect 
were the same: Bigger and bigger sections of the economy came under control 
of fewer and fewer people. This was seen most clearly in the case of the 
German Chemical industry. There the main produccrs were first organized 
into two giant cartels. Then the two were combined to make one giant cartel 
with division of markets, production quotas, and sharing of profits but wilh 
ownership of individual plants still independent. And finally the over-all cartel 
was replaced by one huge Company in which all the others were swallowed up, 
the IG Farbenindustrie A.G. 

In the United States too there was a movement for the formation of great 
tnists and monopolies in the closing years of the nineteenth Century. But there 
was also a countermovement, a major populär protest against the trusts which 
was reflected in'Congress—by the Sherman Anti-Trust Act; in the press—by the 
writings of the muckrakers, Tarbell, Steffens and the rest; and in executive 
action—by Theodore Roosevelt’s trust-husting. 

In Germany there was no such Opposition. The recently acquired national 
unification was coupled with the rigid discipline of the only recently dissipated 
feudalism. Duty to the new state was preached as religion. To muscle into 
already allocaied world markets required unified action: there was unified 
action. 

The German courts from the beginning supported the cartel movement. 
For example, in the case of the Bavarian Kiln Association, the Supreme Court of 
Bavaria ruled in 1888 that it was a good and proper idea for businessmen to 
band together and thus aid recovery from depression and promote the national 
welfare. The court said; “Since the individual producers are powerless to 
reslore the proper Balance between supply and demand by limiting their own 
output, the only way to bring about such, result is for them to combine and 
agree on such limitalion.” 

A few years later, in a wood-pulp case of the 1890’s, the high court of 
Saxony went the whole way in making a case for high prices: “When the prices 
of the Products of an industry fall to an unreasonably low Icvel and the profit¬ 
able Operation of the industry is thereby endangered or made impossible, 
the resulting crisis is detrimental not only to the individuals aflected, but also 
to the national economy as a whole, and it is, therefore, to the interest of 
Society that prices sliould not be constant at an unreasonably low level.” 

By the time of World War I, the cartels were ready to do their Service 
for the Fatherland. A German defender of cartels, R. Liefmann, wrote: “. . . the 
cartels . . . were put to an extraordinary lest by the [first World] War. The 
fact that the firms were used to such organizations and their adaptability and 
capacity for co-operation, proved a great blessing to the country. The assertion 
of our enemies that we owed this merely to our military discipline is quite 
unirue; it was not a case of arrangement in organizations created by the State, 
but of co-operation within voluntary organizations created by themselves, which 
merely had to be adapted to the new needs arising from the War.” 

The cartels were still better able to serve the Reich by the time of World 
War II. 

Only a few hesitating gestures toward control of cartels were ever made 
in Germany. In 1903 the Imperial govemment ordered an Investigation into 
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cartels, but the survey did not lead to action or even to scandal. A similar 
investigation was made in Austria in 1912. The dosest approadi to cartel control 
carae in 1923. Germany had then experienced nine years of steadily—and, at 
the end, violently—rising prices. Since a main purpose of cartels is to prevent 
any drop in prices, the bottom secmed to be cut out from beneath the cartels. 

Many reams of paper have run through the presses burdened with theo- 
retical analysis of what happened during the great German Inflation. But to the 
ordinary people it did not scem so difBcult to understand (and perhaps in truth 
it was not really so difficult): almost alone of all groups in Germany the 
major industrialists prpfited by the inflation and profited handsomely. Control 
of monopoly acquired a new popularity. 

In November of 1923, with the inflation at its final peak, a cartel law was 
established by decree of the German government. The law set up a cartel court 
with power to determine when the actions of cartels went against the public 
good and in such cases to invalidate contracts, but it did not call for abolition 
of the cartel System. Its preamble specifically disavowed such Intention. It 
was merely designed to regulate some cartel activities, in cases where the public 
welfare was involved. 

Even within this limited framework, the law was never effective. Cartels 
in Germany continued to grow in size, number, and importance. Having gained 
a grip on the main parts of the home economy, the German cartels moved 
out, and, in the period between the two world wars, became the prime movers 
in international cartels which took in main producers all over the world. As 
has been shown, tlie phenomenal network of cartel tie-ups created on a global 
scale by IG Farben was built almost entirely in the period after the cartel law 
was passed, 

With Hitler’s coming to power, the German cartel moyement reached its 
final high point. There had been compulsory cartels in potash since 1910, in 
coal since 1919. Now cartels became compulsory for the whole economy. In 
July, 1933, the cartel court was abolished and cartels became compulsory. Tlie 
State now had the power to force Outsiders into “volunlary” cartels and to set 
up new ones. The Minister of Economics could control the size of an industry 
by refusing to sanction expansion. True, major cartel functions like price 
fixing were in the hands of government but this did not materially alter tlie 
Situation: representatives of leading conccrns acted as efilciently within 
the Nazi bureaucracy as they had on iheir own boards of directors. In other 
words, by placing their power in the hands of the State, the cartelists received 
it back again, doubled and tripled in strength by the scientific barbarism of 
the fascists, For their part, the Nazis received a war economy ready made. 

Cartels Throiighout Europe 

In 1940, Nazi conquest insured cartelization of Europe with all Controls 
firmly in German hands. But much more than a beginning had already been 
made. The assault of the German cartels in foreign traije during the 1920’s 
and 30 s was too severe to be withstood by individual concerns. Cartelization 
had apread rapidly throughout all of Western Europe even in peacetime. 

In Austria the progress of big combinations in industry paralleled that 
in Germany though on a smaller scale. Belglum too was closely webbed with 
cartels and there too the links with German cartels dated from before World 
War I. There were literally hundreds of Industries bound together by cartels 
in all the principal countries of Europe from Norway to Greece. In Hungary 
there were cartels in coal, iron, Chemicals, petroleum, and dozens of other 
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fields; in Switzerland—silk, coiton, Chemicals, dairy products, watches, elec- 
tricity, and others; in Italy—iron, sugar, paper, marble, textiles, Chemicals; 
Spain, the Scandinavain countries, Bulgaria, Czechoslovakia, Poland, Greece, 
Roumania, Portugal—major Industries in all operated through the medium of 
cartels on the German model. 

France is a clear case of the efifects of German pressure. Here there was 
a long tradition against collusive combination in business. The Chapellier 
Act of 1791 and the Penal Code of 1810 prohibited coalitions against trade. 
The law was modified somewhat in the 1880’s but not until 1926 was a Statute 
passed in which commercial combinations were recognized as legal. By 1935, 
the pressure of the German traders was so great that in retaliation a compulsory 
cartelization bill was written into the French law. The law of 1935 providcd 
that if an employers* group covered two-thirds of all firms and three-fourths 
of all sales for a particular industry, and if that group had made an agreement 
regulating trade, the agreement could be made binding on all concems in the 
industry by govemment decree. 

The reasons for the French law of 1935 were clearly staled in an accom- 
panying brief. It was necessary for French industry to protect itself from the 
risks of price cutting; it was necessary to curb “excessive’* competition; and 
above all, it was necessary for France to protect itself against the cartels of 
other countries. 

The French cartels set up thus, defensively, entered into binding agreements 
with the German cartelists. Within five years after the passage of the compul¬ 
sory cartelization law it was learned that the French people might better 
have looked for other defenses. In six tragic weeks in 1940 all of France 
was over-run as the Blitzkrieg demonstrated what it could do when doors were 
opened for it by high-Ievel treachery. Top rank cartelists as well as ossified 
generals were responsible for the betrayal of France. It was a peculiarly 
bitter twist of historical irony that the same industrial rulers of France who 
chose to join hands with the German cartels rather than oppose them soon 
found themselves faced with loss of control over their own enterprises and 
were swallowed up by the Germans. 

The same pressure operated even in Great Britain, traditional home of 
laissez faire. Great Britain had been the one country in the world of which 
it could be said without qualification that freedom of the seas, freedom of 
trade, were profitable policies. But as world distances shrank and markets 
looked smaller and smaller compared with the growing capacity of factories 
of all the nation^, Britain, too, drifted slowly out of the old free trade policy. 

The change in Great Britain came slowly. FuU-fledged, large scale cartels 
grew up alongside of individualistically operated Industries. The British 
Chemical industry closely paralleled development of the German IG Farben; 
Organizers of the British Imperial Chemical Industries, Sir Alfred Mond and 
Sir Harry MacGowan, took their places with the world’s leading cartelists. 
By March of 1939, the Economist of London editorialized as follows; 

“An entirely novel form of industrial Organization is creeping upon us un- 
awares. We are witnessing the gradual cartelization of England.“ 

After pointing out that for decades there had been only gradual relaxation 
of the principles of absolute free trade and that there had been stubbomly 
continued Opposition to any kind of governmental interference in business 
affairs, the Economist went on to say: 

“We have never in this country foUowed the American worship of compe- 
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tition to the length of enacting anti-trust legislation. But there has always 
been a doctrine of the common law against combinations in restraint of trade, 
reinforced by a general belief tbat such combinations tend to be anti-social 
in their eflects. The belief has changed and the common law doctrine is in 
disuse. What is more, the Government, in recent years, far from reprobating 
the cohesive Organization of industries, has encouraged it. Both Steel and coal 
had almost to be forced to combine. . . Tbe price that is not fixed is becoming 
a rarity, and the businessman’s tbeme song has changed from Free Private 
Enterprise to the Self-Government of Industry.” 

That the Economist itself accepted the new principles of cartels at least 
witli equanimity was indicated in another article: 

“Few people nowadays are opposed in principle—the Economist is cer- 
tainly not—to the cooperative adjustment of the supplies of raw materials to 
the demand for them at a price yielding a reasonable profit to efficient 
producers.” 

The language of cartel-building is full of such phrases as “cooperative 
adjustments” and “prices yielding reasonable profits.” 

Germany had been the pace setter in the making of cartels. England, 
having first set the whole pattem of industrial development, now went to the 
Johnnie-come-lately for guidance. The web of British cartels depended on 
inter-connections with the German cartels. 

Cartel Appeasement 

From the Treaty of Versailles to 1933, Statements by German public fig- 
ures were full of veilcd threats about what would happen to the peace of the 
World if Germany were not given back her rightful place (complete with 
colonies). After 1933 and the coming of Hitler to power, the threats were 
no longer veiled. 

At the same time also began the obsccne spectacle of appeasement. The 
peak of appeasement was reached only five years later when Neville Chamberlain 
went by plane rather than by foot through the snow but the penance was heart- 
felt. Ile gave Hitler what he needed to bring war on the world, he sold 
the free Czech nation down the river into slavery, and he alighted from his 
airplane waving a piece of paper which represented “peace in our times.” 

Munich, of course, was only a liigh point of appeasement. The process 
had begun with the Anglo-German Naval Treaty of 1935 and the German 
military reoccupation of the Rhineland in 1936. And it was conducted by eco¬ 
nomic mcans fully as much as through politics. The .only difference was 
that economic appeasement took the form of private understandings, at the level 
of international statescraft, araong British and German cartelists. 

The economic understandings did finally break out into the open. While 
Chamberlain was in Munich, preliminary maneuvers were going on between 
the two top trade associations of England and Germany, the Federation of 
British Industries and the Reichsgruppe Industrie. In March of 1939, delegates 
from the F.B.I. did their penance by going, not to Munich, but to Duesseldorf. 
There they conferred intensively with the delegates of the Reichsgruppe In¬ 
dustrie. 

The German press was full of the concessions which had to be obtained 
if war was to be avoided. Typical was the blended tone of self-pity and 
truculence in an article in the Deutsche Allgemeine Zeitung: 

“• . • The manner in which this Situation (Germany’s economic diffi- 
culties) is regarded abroad will show which are the spirits of peace and which 
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ihe onea who desire, the ruin of Europe. Those wlio argue that it is good 
that the disturbing Germans have food diCBculties and wish to let ihem stew 
in their own trouble until they become politically unimportant and ready to 
seil their rights as a great Power and Kultur Nation for a mess of lentils— 
those who argue thus come in the category of war agitators and destroyers 
of European order.” 

The delegates of the Federation of British Industry showed ihemselves 
to be respecters of European^ order, German-style. They reached a broad 
understanding with the Germans which called for a series of agreements be- 
tween the Industries of the two nations, under government sponsorship if 
need be. 

In a World full of discord, agreement between two parties is likely to be 
aimed against a third. The political pact of Munich was quite openly recog- 
nized to have been aimed eastward, against the Soviet Union. The economic 
pact of Duesseldorf contained provisions which could only have been aimed 
against the United States. Paragraph 8 of the declaration stated: 

“The two organizations realize that in certain cases the advantages of 
agreement . . . may be nullified by competition from the industry in some 
other country that refuses to become a party to the agreement. In such 
circumstances it may be necessary for the organizations to obtain the help 
of their governments and the two organizations agree to collaborate in seeking 
that help.” The United States, of course, was the only nation able to offer 
the kind of competition which would have sent the Federation of British 
Industry and the Reichsgruppe Industrie running to their governments for 
help. 

The Duesseldorf agreement was still-bom. While the preliminary negoti- 
ations were going on, there was also great activity in the offices of the High 
Command of the German Array. Last touch^s of staff work were being done 
on the Operation which turned the Wehrmacht loose against a Czechoslovakia 
which had been crippled, but supposedly defended, by the Munich agree¬ 
ment, The Duesseldorf meeting was held on March 15 and 16, 1939. On exactly 
the same days, the Wehrmacht was marching into Czechoslovakia. 

Even then the Duesseldorf agreement was voided with regrets. A spokes- 
man for the Federation of British Industry regarded the Suspension as a mere 
postponement and described the declaration as “a valuable piece of work.” 

The same London Economist which a few weeks before had talked about 
co-operative adjustments of supplies of raw materials now faced up to the 
facts and pointed out that . . Of condemnation of German raethods the 
agreement is entirely innocent. . . A number of changes in policies hitherto 
pursued are approved in the agreement. But without exceplion they are all 
changes not in German ;btit in British policies. . . Instead of securing from 
the Germans an abandonment of the unfair methods, the British negotiators 
seem to have swallowed them, lock, stock and barrel.” And the article winds up 
with as neat a summary of appeasement as has been written: “(The) substance 
is this; Provided Germany does not encroach on British trade preserves or 
reduce the profit margin of British exporting industries. Great Britain will 
not concern herseif with what Germany does to other people's trade or by 
what means.” 


What the Cartels Did—And Why 

On the eve of World War II cartels were Avell rooted in all the major 
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economic powers of the capitalist world. In most of the 'important, large-scale 
indnstries, the lines of cartel connection had crossed national boundaries to 
make up international networks. 

In the Chemical industry, the web of cartels dominated the production of 
the entire world—with IG Farben sitting at the center. 

The international Steel cartel followed the same pattem as in the Chemical 
industry. The producers of Western Europe werc first organized nnder German 
leadership. In 1935 the British Steelmakers entered the European Steel cartel. 
And in 1938 agreement was reached with American producers. 

The main light metals, aluminum and magnesium, were also cartelized. 
Similarly, the main sources of rubber in the Far East were subject to rigid 
control both as to production and prices under cartel agreement. 

The immediate effects of cartels were easily seen. Prices were kept high. 
A representative of the Steel Export Association of America teslified before 
the TNEC that . . under the cartels the prices were good, otherwise there 
wouldn’t be any good reason to bave a cartel.” 

As a German business leader commenled forty years ago, no one gains from 
low prices except the consumers. He might have added: the only people who 
benefit from oxygen are those who breathe. 

The U. S. Department of Justice has cstablished a clear-cut record on the 
way in which cartels mainlained fantastic prices. The case of tungsten Carbide 
is in point. In 1927 the price in the United States was $50 per pound. Follow* 
ing a cartel agreement between General Electric and Krupp, the U. S. price 
during the 1930*3 ranged between $225 and $435. In April 1942, after an 
indictment under the anti-trust laws, the price, as if by magic, came down 
again to a ränge of $27 to $45 per pound. 

There are many other instances of prices held at sky-high levels by 
cartel action, but they teil only part of the story. The Assistant Attorney 
General, Wendeil Berge, summarized some of the other cartel effects as 
follows; 

. . cartels . . . have been able by clandestine means to impress their 
sinister mark upon our economy. In mobilizing for war, we discovered alniost 
too late, that they were responsible for shortage after shorlage of vital ma- 
terials. The fact is that they have retarded technological advance and the 
introduction of improved devices and products, whenever such developments 
seemed to threaten their vested interests despite the fact that thereby national 
security might be jeopardized. They have, indeed, obstructed and in no small 
measure thwarted the declared foreign policies of the American government, 
placing their own business interests above the public interests. 

. . In Germany, Kaiserism and later Nazism received enormoiis impetus, 
indeed decisive support, from the regimenled, cartelized structure of the national 
economy.” 

Cartels also served as the perfect transmission beit for espionage. Here 
too the record of the Department of Justice provides a long list of cases. The 
American Bosch Company provided the Bosch Company of Germany with 
Information, developed in the laboratories of the U. S. Navy and the Army 
Signal Corps, concerning ehortwave and high frequency radio which later was 
the baais of Communications in the German Army. For at least fifteen years, 
the U. S. firm of Bausch and Lomb sent to its cartel partner, the German Zeiss 
Company, Information of the greatest importance concerning flre control in- 
struments, range-finders, periscopes, telescopes, and the like. As for IG Farben, 
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its contribution to tlie art of espionage lias already been told in more detail. 

An important question to answer is: why were the-Germans able to domi- 
nate the cartels they entered and twist them to their own purposes? 

The German carlelists received some lielp on ideological grounds. Hitler 
promised an end to the menace of Soviel Russin; his cause was certainly populär 
enough with many of Germany’s cartel partners. But ideologies are likely to 
will in the presence of hard cash. And the men with whom the American 
and British cartelists did business, the leaders of IG Farben for example or 
A.E.G. or Siemens-Halske or Krupp, did not look like crusaders; in fact, they 
looked suspiciously like any other international Businessmen. 

Far more important was the fact that the Germans provided technological 
leadership. The German industrialists started without assured markets or sales 
on a comfortable scale. They were always therefore on the Outlook for new 
processes and methods which would give them an edge over established con- 
cerns of other nations. As a result, a special premium attached to German 
technique. The German cartelists were able to swap patents and knowledge 
for shares in markets. 

The Germans could dominate cartels by making still other uses of their 
originally disadvantaged Position. Tactically, they could maneuver against an 
adversary’s established field and then, as a price for withdrawing, receive 
concessions in other fields. This was the basis of the first agreement between 
IG Farben and Standard Oil of New Jersey; it has already been shown that 
IG used the Bergius process for deriving fuel oils from coal as a threat against 
the established petroleum business, and, in retum for staying out of the oi] 
business everywhere except in Germany, exacted from Standard an agreement 
to stay out of the chemical business everywhere, including the United States. 

Greater aggressiveness, also deriving from greater initial need and a 
generally fester rate of development, allowed the Germans to place themselves 
at the Center of international business negotiations and build up combination 
plays. Here, too, the history of IG Farben illustrates the whole point. Working 
from one country to the next, IG forced the European chemical producers into 
a cartel bloc. Having organized a European alliance, they were able to force 
the British Imperial Chemical Industries into line. With the Continent and 
Great Britain lined up with them,' IG could then finally come to terms, es- 
sentially their own terms, even with the big American producers. Here as in 
most of their dealings, the traders presented a solid national front to Start with 
and, having less to look forward to in immediate retums, kept their eyes on 
the long ränge objectives, It was seen that IG Farben, for example, reinserted 
itself into American chemical production after World War I by offering a 
better than even break in profits in retum for a better than even share in 
control of production and market. 

The case of Germany illustrates as perfectly as can he the emptiness of 
the hope that through cartels international business affairs can be stabilized 
and the struggles for world markets mediated. It is hard to visualize now, but 
in the period between World Wars I and II a main theoretical defense of the 
cartel was that through it the chronic convulsions of world capitalism could 
be assuaged. And there were many convincing points in the argument. Big 
Business is indeed international. Its leaders are internationalists in a true sense. 
The top-flight oScials of the IG who were arrested for interrogation by the 
U. S. occupying forces would have looked at home in better clubs and hotels in 
any city in the world. Many of them in fact were well known in many world 
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capitals. Most of them hacl excellent command of English and had traveled 
in the United States and Latin America. Those of tbem who had found them- 
selves at the war’s end in Berlin or eastern Gcrmany made hurried trips lo 
■Western Germany in the evident hope of finding thcmselves among old frientls. 

Yet even though international Business is conducted by respectable men 
who meet on friendly terms on the samc plane and 'talk the same language 
whatever their countries of origin, nevertheless there are lines of cleavage 
between them which they cannot bridge with mere contracts. If the husiness 
enterprises of different countries moved together üke well matched horses in 
a team at an even pace, unity of action could he agreed on. But this is not 
the case and it can hardly he the case as long as profit is a magnet for men’s 
productive energies. 

It was demonstrated over the course of a Century and a half that tliere 
were economies and therefore greater profits in production hy increasingly 
larger units. The drive for concentration therefore procecded mercilessly 
ahead, But large concentrations o£ invcsted Capital also have their own 
peculiar vulnerabilities. Equipment becomes obsolete. Just as armies have only 
learned the lessons of a particular war by the time the war is over, so an 
industrial concem at its peak of power inevitably has developed methods far 
Superior to the ones it is actually using. Yet it cannot adopt the new methods 
without taking a heavy loss through discarding the obsolete cquipment. Its 
interest therefore is to hold fast to what it has and to resist shifts and clianges 
with all the energy it can bring to bear. 

The producer not yet at peak strength, on the other band, is not held back 
by the dead weight of obsolescence. That producer can and will drive ahead, 
building with the improved methods and using incrcased eflBciency to undcr-cut 
the richer and better estahlished Opponent. 

Tlie international cartel sets production quotas, divides markets, and 
attempts to stabilize prices, in line with an existing relationship of industrial 
power. That relationship does not, and cannot, stand still. And out of the 
shifts of the economic balance arise the explosions which break over into 
politics and sweep up whole nations in the path of war. 

National feeling at home is a driving power which the international 
business operator can unleash at the critical moment to achieve a dccision. 
This process was not invented by the Germans. What the Germans managed 
to do was to raise the use of aggressive nationalisra as a Support for general 
economic aggression to a new pitch of intensity, demonstrating the advanlage 
of Corning late into the game and of matching all bets and raising tliem. 

Ralher than acting as permanent mediators, then, the international cartels 
become the instrumenta through which international conflicts takc shape, mature, 
and finally break out. For this purpose, the cartels are peculiarly well adapted. 
Cartels make major foreign policy for whole nations. It was tlirough the 
jnechanism of cartel agreements that Germany was permitted to arm while 
defensive preparations in England and the United States were throttlcd. Yet 
the duly chosen reprcsentatives of nations have little to say about the foreign 
policies which are made by cartels. The cartel-builders act as private individuals 
responsible only to their own boards of directors and responsible to them 
only for the showing of a decent profit. Cartels become in cffect private 
govemments carrying on private diplomacy. Even the language of cartel agree¬ 
ments reads like protocol. The people as a whole come in only when armies 
are needed. 
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There is no indication that the experience of World War II has changed 
thc nature of cartels. Public policy is against the cartels, Lut then American 
policy has run consistently against all the forms of monopoly since the passage 
of the Sherman Act half a Century ago, and this has not kept the cartel web 
out of this country. 

There is a hopeful note in the series of proposals for expansion of World 
trade and employment prepared by experts in several U. S. government 
agencies and published in November, 1945, by the State Department. The 
document States that members of an international trade Organization, under the 
United Nations, should act “to curb . . . restrictive practices in international 
trade.” The nasty word “cartel” is not used, but the nature of the animal is 
clearly enough indicated. In the main three proposals are made: 1) the Inter¬ 
national Trade Organization should be empowered to receive complaints 
against cartel action, to make studies of the problem, and to recommend action; 
2) member nations of the Organization should continue with their separate 
measures against the restrictive practices; and 3) the way is left open for any 
further enforcement measures which might later be agreed upon by thc 
members of the Organization. 

In short, the program as proposed is largely a Statement of policy, general 
and hopeful, but without specific teeth. 

Standing against the American government position, there is evidence 
of the intenion of American cartelists to continue in the old path, As was 
shown earlier, spokesmen for American corporations like Du Pont and 
Standard Oil have revealed that they intend to revive the old cartels and their 
Connections with such erstwhile partners as IG. 

To date, monopoly in America has been held in check, if at all, by populär 
pressure. The American people may not have been in a position to know all 
about the workings of cartels and other monopoly fomis, but what they have 
known they have not liked; the Sherman Act has remained on the books and 
it has acted at least as a drag on the powerful tendencies toward concentra- 
tion. It will take the same kind of public pressure in increasing amoiint to 
pull foreign allairs out of private hands and force ihem into the open where 
the commitments arrived at by cartelists can be passed on by the people who 
have to light in wars. 




APPENDIX 2 
POLICY DOCUMENTS 


Tlie documents which follow laid down the principal lines of American 
policy for tlie occupation of Germany during the entire period belween the end- 
ing of World War II in Europe and the signing of a formal peace treaty, 

The Potsdam Agreement was public inforraation from the moment of its 
signing by the Chiefs of State of Great Britain, the Soviet Union, and the United 
States. JCS 1067, however, when first issued by the U. S. Joint Chiefs of Staff 
to General Eisenhower, was classified as “Top Secret.” Its provisions have nevei 
becomo widely known. 

As can easily be seen by a quick reading, the two main policy documents— 
one a purely American set of instructions to an American comroanding general, 
and the other an international agreement—are in thorough agreement. Both have 
been frequently disregarded in practice by the U, S. Military Government in 
Germany, 

A. 

JCS 1067 
(EXCERPTS) 

Directive to Commander in Chief of United States Forces of Occupation 
Regarding the Military Government of Germany 
(Issued originally in April, 1945) 

4 

1, The Purpose and Scope of this Directive: 

This directive is issued to you as Commanding General of the United States 
forces of occupation in Germany. As such you will serve as United States mem- 
ber of the Control Council and will also be responsible for the administration 
of military government in the zone or zones assigned to the United States for 
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purposes of occupation and administration. It oullines the basic pohcies which 
will guide you in those two capacilies aller the termination of the combined 
command of the Supreme Commander, Allied Expeditionary Force. 

This dircctive sets forth policics relating to Germany in the initial post- 
defeat period. As such it is not intended to be an ultimate Statement of pohcies 
of this Government concerning the treatmenl of Germany in the post-war World. 
It is therefore essential that, during tbc period covered by this directive, you 
assure that surveys are constanlly maintained of economic, industrial, financial, 
social and political conditions wUhin yonr 7one and that the results of such 
surveys and such olher surveys as may be made in other zones are made avail- 
able to your Government, through the Joint Chiefs of Staff. These surveys should 
be developed in such manner as to serve as a basis for determming changes m 
the measures of control set forth herein as well as for the progressive fonnuk- 
tion and development of policies to promote the basic objectives of the United 
States. Supplemental directives will be isstied to you by the Joint Chiefs of Staff 

as may be required. t i 

As a member of the Control Council you will urge the adoption by the 

olher occupying powers of ihc principles and policies set forth in this directive 
and pending Control Council agreement, you will foUow them in your zone. It is 
anticipated that substantially similar directives will be issued to the Commanders 
in Chief of the U, K., U. S. S. R. and French forces of occupation. 

Part l. General and Political 


2. The Basis of Military Government: 

a. The rights, power and Status of the mililary government in Germany are 
based upon the unconditional surrender or total defeat of Germany. 

b. Subject to the provisions of paragraph 3 below, you are, by virtue of 
your Position, clothed with supreme legislative, executive, and judicial authority 
in the areas occupied by forces under your command. This authority will be 
broadly construed and includes authority to take all measures deemed by you 
necessary, appropriate or desirable in relalion to military exigencies and the 

objectives of a firm military government. 

c. You will issue a proclamation continuing in force such proclamations, 
Orders and instructions as may have heretofore been issued by Allied Com¬ 
manders in your zonc, subjcct to such changcs as you may determine. Authoriza- 
tions of action by the Supreme Commander, Allied Expeditionary Force, may 
be considered as applicable to you unless inconsistent with this or later directives. 

3. The Control Council and Zones of Occupation: 

a. The four Commanders-in-Chief, acting jointly, will constitute the C^ontrol 
Council in Germany which will be the supreme organ of control over Gennany 
in accordance with the agreement on Control Machinery in Germany. For pur¬ 
poses of administration of military government, Germany has been divided into 
four zones of occupation. 

h. The authority of the Control Council to formulate policies and procedures 
and administrative relationships with respect to matters affecting Germany as a 
vvhole will be paramount thronghout Germany. You will carry out and support 
in your zone the policies agreed upon in the Control Council. In the absence of 
glich agreed policies you will act in accordance witli this and other directives of 
the Joint Chiefs of Staff. 
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c. The administration of affairs in Germany shall be directed towards thc 
decentralization of the political and administrative structure and the develop¬ 
ment of local responsibility. To this end you will encourage autonomy in regional, 
local and municipal agencies of German administration. The German economic 
structure shall also be decentralized. The Control Council may, however, to the 
minimum extent required for the fulfillment of purposes set forth herein, permit 
centralized administration or establish central control of (a) essential national 
public Services such as railroads, Communications and power, (h) finance and 
foreign affairs, and (c) production and distribution of essential Commodities. 

d. The Control Council shoiild adopt procedures to elTectuate, and you will 
facilitatc in yonr zone, the equitable distribution of essential Commodities be- 
tween the zones. In tresponsibility. To this end you will encourage autonomy in regional, 
local and municipal agencies of German administration. The German economic 
structure shall also be decentralized. The Control Council may, however, to the 
minimum extent required for the fulfillment of purposes set forth herein, permit 
centralized administration or establish central control of (a) essential national 
public services such as railroads, communications and power, (£>) finance and 
foreign affairs, and (c) production and distribution of essential commodities. 

d. The Control Council should adopt procedures to effectuate, and you will 
facilitate in your zone, the equitable distribution of essential commodities be¬ 
tween the zones. In the absence of a conflicting policy of the Control Council, 
you may deal directly with one or more zone commanders on matters of special 
concern to such zones. 

c. Pending the formulation in the Control Council of uniform policies and 
procedures with respect to inter-zonal travel and movement of civilians, no 
civilian shall be permitted to leave or enter your zone without your authority, 
and no Germans within your zone shall be permitted to leave Germany except 
for specific purposes approved by you. 

/. The military government personnel in each zone, including those dealing 
with regional and local branches of the departments of any central German 
administrative machinery, shall be selected by authority of the Commander of 
that zone except that liaison officers may be furnished by the Commanders of 
the other three zones. The respective Commanders-in-Chief shall have exclusive 
jurisdiction throughout the whole of Germany over the members of the armed 
forces under their command and over the civilians who accompany them. 

g. The Control Council should be responsible for facilitating the severance 
of all governmental and administrative connections between Austria and Ger¬ 
many and the elimination of German economic influences in Austria. Every 
assistance should be given to the Allied Administration in Austria in its efforts 
to effectuate these purposes. 

4. Basic Objectives of Military Government in Germany: 

a. It should be brought home to the Germans that Germany’s ruthless war¬ 
fare and the fanatical Nazi resistance have destroyed the German economy and 
made chaos and suffering inevitable and that the Germans cannot escape respon¬ 
sibility for what they have brought upon themselves. 

b. Germany will not be occupied for the purpose of liberation but as a 
defeated enemy nation. Your aim is not oppression but to occupy Germany for 
the purpose of realizing certain important Allied objectives. In the conduct of 
your occupation and administration you should be just but firm and aloof. You 
will strongly discourage fraternization with the German officials and population. 

c. The principal Allied objective is to prevent Germany from ever again 
becoming a threat to the peace of the world. Essential steps in the accomplish¬ 
ment of this objective are the elimination of Nazism and militarism in all their 
forms, the immediate apprehension of war criminals for punishment, the indus¬ 
trial disarmament and demilitarization of Germany, with continuing control over 
Germany’s capacity to make war, and the preparation for an eventual reconstruc¬ 
tion of German political life on a democratic basis. 
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d. Other Allied objectives are to enforce the program of reparations and 
restitution, to provide relief for the benefit of countries devastated by Nazi 
aggression, and to ensure that prisoners of war and displaced persons of the 
United Nations are cared for and repatriated. 

5. Economic Controls: 

a. As a member of the Control Council and as zone commander, you will 
be guided by the principle that controls upon the German economy may be 
imposed to the extent that such controls may be necessary to achieve the objec¬ 
tives enumerated in paragraph 4 above and also as they may be essential to 
protect the safety and meet the needs of the occupying forces and assure the 
production and maintenance of goods and services required to prevent starva¬ 
tion or such disease and unrest as would endanger these forces. No action will 
be taken in execution of the reparations program or otherwise which would 
tend to support basic living conditions in Germany or in your zone on a higher 
level than that existing in any one of the neighboring United Nations. 

b. In the imposition and maintenance of such controls as may be prescribed 
by you or the Control Council, German authorities will to the fullest extent 
practicable be ordered to proclaim and assume administration of such controls. 
Thus it should be brought home to the German people that the responsibility 
for the administration of such controls and for any break-downs in those controls 
will rest with themselves and German authorities. 

6. Denazification: 

a. A Proclamation dissolving the Nazi Party, its formations, affiliated 
associations and supervised organizations, and all Nazi public institutions which 
were set up as instruments of Party domination, and 'prohibiting their revival 
in any form, should be promulgated by the Control Council. You will assure the 
prompt effectuation of that policy in your zone and will make every effort to 
prevent the reconstitution of any such organization in underground, disguised 
or secret form. Responsibility for continuing desirable non-political social ser¬ 
vices of dissolved Party organizations may be transferred by the Control Council 
to appropriate central agencies and by you to appropriate local agencies. 

b. The laws purporting to establish the political structure of National Social¬ 
ism and the basis of the Hitler regime and all laws, decrees and xegulations 
which establish discriminations on grounds of race, nationality, creed or political 
opinions should be abrogated by the Control Council. You will render them 
inoperative in your zone. 

c. All members of the Nazi Party who have been more than nominal par¬ 
ticipants in its activities, all active supporters of Nazism or militarism and all 
other persons hostile to Allied purposes will be removed and excluded from 
public office and from positions of importance in quasi-public and private enter¬ 
prises/ such as (1) civic, economic and labor organizations, (2) corporations 
and other organizations in which the German government or subdivisions have 
a major financial interest, (3) industry, commerce, .agriculture, and finance, 
(4) education, and (5) the press, publishing houses and other agencies dis¬ 
seminating news and propaganda. Persons are to be treated as more than 
nominal participants in Party activities and as active supporters of Nazism or 
militarism when they have (1) held office or otherwise been active at any level 
from local to national in the Party and its subordinate organizations, or in 
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organizations which further militaristic doctrines, (2) authorized or partici¬ 
pated affirmatively in any Nazi crimes, racial persecutions or discriminations, 

(3) been avowed believers in Nazism or racial and militaristic creeds, or (4) 
voluntarily given substantial moral or material support or political assistance 
of any kind to the Nazi Party or Nazi officials and leaders. No such persons 
shall be retained in any of the categories of employment listed above because of 
administrative necessity, convenience or expediency. 

d. Property, real and personal, owned or controlled by the Nazi Party, its 
formations, affiliated associations and supervised organizations, and by all per¬ 
sons subject to arrest under the provisions of paragraph 8, and found within 
your zone, will be taken under your control pending a decision by the Control 
Council or higher authority as to its eventual disposition. 

e. All archives, monuments and museums of Nazi inception, or which are 
devoted to the perpetuation of German militarism, will be taken under your 
control and their properties held pending decision as to their, disposition by the 
Control Council. 

/. You will make special efforts to preserve from destruction and take tinder 
your control records, plans, books, documents, papers, files, and scientific, indus¬ 
trial and other information and data belonging to or controlled by the following: 

(1) The Central German Government and its subdivisions, German military 
organizations, organizations engaged in military research, and such other govern¬ 
mental agencies as may be deemed advisable; 

(2) The Nazi Party, its formations, affiliated associations and supervised 
organizations; 

(3) All police organizations, including security and political police; 

(4) Important economic organizations and industrial establishments includ¬ 
ing those controlled by the Nazi Party or its personnel; 

(5) Institutes and special bureaus devoting themselves to racial, political, 
militaristic or similar research or propaganda. 

******* 

Part II. Economic 

General Objectives and Methods of Control 

16. You will assure that the German economy is administered and controlled 
in such a way as to accomplish the basic objectives set forth in paragraphs 4 
and 5 of this Directive. Economic controls will be imposed only to the extent 
necessary to accomplish these objectives, provided that you will impose controls 
to the full extent necessary to achieve the industrial disarmament of Germany. 
Except as may be necessary to carry out these objectives, you will take no steps 
(a) looking toward the economic rehabilitation of Germany, or (b) designed 
to maintain or strengthen the German economy. 

17. To the maximum extent possible without jeopardizing the successful 
execution of measures required to implement the objectives outlined in para¬ 
graphs 4 and 5 of this directive you will use German authorities and agencies 
and subject them to such supervision and punishment for noncompliance as is 
necessary to ensure that they carry out their tasks. 

For this purpose you will give appropriate authority to any German agencies 
and administrative services you consider essential; provided, however, that you 
will at all times adhere strictly to the provisions of this directive regarding de- 
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nazification and dissolution or elimination of Nazi organizations, institutions, 
principles, features, and practices. 

To the extent necessary you will establish administrative machinery, not 
dependent upon German authorities and agencies, to execute or assure the execu¬ 
tion of the provisions of paragraphs 19, 20, 30, 31, 32, 39 and 40 and any other 
measures necessary to an accomplishment of your industrial disarmament 
objectives. 

18. In order to decentralize the structure and administration of the German 
economy to the maximum possible extent, you will 

a. ensure that the action required to maintain or restore essential public 
utilities and industrial and agricultural activities is taken as far as possible on a 
local and regional basis; 

b. on no account propose or approve in the Control Council the establish¬ 
ment of centralized administration of controls over the German economy except 
where such centralization of administration is clearly essential to the fulfillment 
of the objectives listed in paragraphs 4 and 5 of this directive. Decentralization 
in administration should not be permitted to interfere with attainment of the 
largest practicable measure of agreement on economic policies in the Control 
Council. 

19. You will institute or assure the maintenance of such statistical records 
and reports as may be necessary in carrying out the objectives listed in para¬ 
graphs 4 and 5 of this directive. 

20. You will initiate appropriate surveys which may assist you in achiev¬ 
ing the objectives of the occupation. In particular you will promptly undertake 
surveys of supplies, equipment and resources in your zone. You will endeavor to 
obtain prompt agreement in the Control Council to the making of similar surveys 
in the other zones of occupation, and you will urge appropriate steps to coordi¬ 
nate the methods and results of these and other future surveys conducted in the 
various zones. You will keep the Control Council, United States Representative 
on the Reparation Commission and other appropriate authorities, currently 
apprised of the information obtained by means of intermediate reports or other¬ 
wise. 

German Standard of Living 

21. You will estimate requirements of supplies necessary to prevent starva¬ 
tion or widespread disease or such civil unrest as would endanger the occupying 
forces. Such estimates will be based upon a program whereby the Germans are 
made responsible for providing for themselves, out of their own work and 
resources. You will take all practicable economic and police measures to assure 
that German resources are fully utilized and consumption held to the minimum 
in order that imports may be strictly limited and that surpluses may be made 
available for the occupying forces and displaced persons and United Nations 
prisoners of war, and for reparation. You will take no action that would tend 
to support basic living standards in Germany on a higher level than that exist¬ 
ing in any one of the neighboring United Nations and you will take appropriate 
measures to ensure that basic living standards of the German people are not 
higher than those existing in any one of the neighboring United Nations when 
such measures will contribute to raising the standards of any such nation. 

22. You will urge upon the Control Council that uniform ration scales be 
applied throughout Germany, that essential items be distributed equitably 
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among the zones, that net surpluses be made available for export to Allied 
countries, and that imports be limited to the net deficits of Germany as a whole. 

Labor, Health, and Social Insurance 

23. You will permit the-self-organization of employees along democratic 
lines, subject to such safeguards as may be necessary to prevent the perpetuation 
of Nazi or militarist influence under any guise or the continuation of any group 
hostile to the objectives and operations of the occupying forces. 

24. You will permit free collective bargaining between employees and em¬ 
ployers regarding wage, hour and working conditions and the establishment of 
machinery for the settlement of industrial disputes. Collective bargaining shall 
be subject to such wage, hour and other controls, if any, as may be instituted 
or revived by your direction. 

25. Subject to the provisions of paragraph 48 of this directive you are 
authorized to direct German authorities to maintain or reestablish nondiscrimina- 
tory systems of social insurance and poor relief. 

26. You are authorized to direct the German authorities to maintain or re¬ 
establish such health services and facilities as may be available to them. 

Agriculture , Industry and Internal Commerce 

27. You will require the Germans to use all means at their disposal to 
maximize agricultural output and to establish as rapidly as possible effective 
machinery for the collection and distribution of agricultural output. 

28. You will direct the German authorities to utilize large-landed estates 
and public lands in a manner which will facilitate the accommodation and 
settlement of Germans and others or increase agricultural output. 

29. You will protect from destruction by the Germans, and maintain for 
such disposition as is determined by this and other directives or by the Control 
Council, all plants, equipment, patents and other property, and all books and 
records of large German industrial companies and trade and research associa¬ 
tions that have been essential to the German war effort or the German economy. 
You will pay particular attention to research and experimental establishments 
of such concerns. 

30. In order to disarm Germany, the Control Council should 

a. prevent the production, acquisition by importation or otherwise, and 
development of all arms, ammunition and implements of war, a 3 well as all 
types of aircraft, and all parts, components and ingredients specially designed 
or produced for incorporation therein; 

b. prevent the production of merchant ships, synthetic rubber and oil, 
aluminum and magnesium and any other products and equipment on which you 
will subsequently receive instructions; 

c. seize and safeguard all facilities used in the production of any of the 
items mentioned in this paragraph and dispose of them as follows; 

(1) remove all those required for reparation; 

(2) destroy all those not transferred for reparation if they are especially 
adapted to the production of the items specified in this paragraph and are not 
of a type generally used in industries permitted to the Germans (cases of doubt 
to he resolved in favor of destruction) ; 

(3) hold the balance for disposal in accordance with instructions which 
will be sent to you. 
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Pending agreement in the Control Council you will take these measures in 
your own zone. You will not postpone enforcement of the prohibitions contained 
in subparagraphs a and b and the instructions in subparagraph c without specific 
approval of your government through the Joint Chiefs of Staff except that, in 
your discretion, you may permit the production of synthetic rubber and oil, 
aluminum and magnesium, to the minimum extent necessary to meet the pur¬ 
poses stated in paragraphs 4 and 5 of the directive pending action by the Joint 
Chiefs of Staff upon such recommendation for postponement as you may make. 

31. As an additional measure of disarmament, the Control Council should 

a. prohibit initially all research activities and close all laboratories, research 
institutions and similar technical organizations except those considered neces¬ 
sary to the protection of public health; 

b. abolish all those laboratories and related institutions whose work ha9 
been connected with the building of the German war machine, safeguard initially 
such laboratories and detain such personnel as are of interest to your techno¬ 
logical investigations, and thereafter remove or destroy their equipment; 

c. permit the resumption of scientific research in specific cases, only after 
careful investigation has established that the contemplated' research will in no 
way contribute to Germany’s future war potential and only under appropriate 
regulations which (1) define the specific types of research permitted, (2) ex¬ 
clude from further research activity any persons who previously held key posi¬ 
tions in German war research, (3) provide for frequent inspection, (4) require 
free disclosure of the results of the research and (5) impose severe penalties, 
including permanent closing of the offending institution, whenever the regula¬ 
tions are violated. 

Pending agreement in the Control Council you will adopt such measures 
in your own zone. 

32. Pending final Allied agreements on reparation and on control or elimi¬ 
nation of German industries that can be utilized for war production, the Control 
Council should 

a. prohibit and prevent production of iron and steel, chemicals, nonferrous 
metals (excluding aluminum and magnesium), machine tools, radio and elec¬ 
trical equipment, automotive vehicles, heavy machinery and important parts 
thereof, except for the purposes stated in paragraphs 4 and 5 of this directive; 

b. prohibit and prevent rehabilitation of plant and equipment in such 
industries except for the purposes stated in paragraphs 4 and 5 of this direc¬ 
tive; and 

c. safeguard plant and equipment in such industries for transfer on repara¬ 
tion account. 

Pending agreement in the Control Council, you will put such measures into 
effect in your own zone as soon as you have had an opportunity to review and 
determine production necessary for the purposes stated in paragraphs 4 and 5 
of this directive. 

33. The Control Council should adopt a policy permitting the conversion 
of facilities other than those mentioned in paragraphs 30 and 32 to the produc¬ 
tion of light consumer goods, provided that such conversion does not prejudice 
the subsequent removal of plant and equipment on reparation account and does 
not require any imports beyond those necessary for the purposes specified in 
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paragraphs 4 and 5 of this directive. Pending agreement in the Control Council, 
you may permit such conversion in your zone. 

34. Subject to the provisions of paragraphs 30 and 32, the Control Council 
should assure that all feasible measures are taken to facilitate, to the minimum 
extent necessary for the purposes outlined in paragraphs 4 and 5 of this directive 

a. repairs to and restoration of essential transportation services and public 
utilities; 

h. emergency repair and construction of the minimum shelter required for 
the civilian population; 

c. production of coal and any other goods and services (excluding goods 
specified in paragraphs 30 and 32 unless measures to facilitate production arc 
specifically approved by this Government through the Joint Chiefs of Staff) 
required for the purposes outlined in paragraphs 4 and 5 of this directive. 

You will assure that such measures are taken in your own zone pending 
agreement in the Control Council. 

35. In your capacity as zone commander and as member of the Control 
Council you will take steps to provide for the equitable interzonal distribution 
and the movement of goods and sendees essential to the purposes set forth in 
paragraphs 4 and 5 of this directive. 

36. You will prohibit all cartels or other private business arrangements 
and cartel-like organizations, including those of a public or quasi-public char¬ 
acter such as the Wirtschaftsgruppen providing for the regulation of marketing 
conditions, including production, prices, exclusive exchange of technical informa¬ 
tion and processes, and allocation of sales territories. Such necessary public 
functions as have been discharged by these organizations shall be absorbed as 
rapidly as possible by approved public agencies. 

37. It is the policy of your government to effect a dispersion of the owner¬ 
ship and control of German industry. To assist in carrying out this policy you 
will make a survey of combines and pools, mergers, holding companies and inter¬ 
locking directorates and communicate the results, together with recommenda¬ 
tions, to your government through the Joint Chiefs of Staff. You will endeavor 
to obtain agreement in the Control Council to the making of this survey in 
the other zones of occupation and you will urge the coordination of the methods 
and results of this survey in the various zones. 

38. With due regard to paragraph 4 a, the Control Council should adopt 

j such policies as are clearly necessary to prevent or restrain inflation of a char¬ 

acter or dimension which would definitely endanger accomplishment of the 

5 objectives of the occupation. The Control Council, in particular, should direct 

and empower German authorities to maintain or establish controls over prices 
I and wages and to take the fiscal and financial measures necessary to this end. 

j Pending agreement in the Control Council you will assure that such measures 

| as you consider necessary are taken in your own zone. Prevention or restraint 

of inflation shall not constitute an additional ground for limiting removal, 
destruction or curtailment of productive facilities in fulfillment of the program 
| for reparation, demilitarization and industrial disarmament. 

* Power, Transportation, and Communications 

i 39. Both as member of the Control Council and zone commander you will 

take appropriate steps to ensure that 

a. power, transportation and communications facilities are directed in such 
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a way as to carry out the objectives outlined in paragraphs 4 and 5 of this 
directive; 

b. Germans are prohibited and prevented from producing, maintaining or 
operating all types of aircraft. 

You will determine the degree to which centralized control and administra¬ 
tion of power, transportation and communications is clearly necessary for the 
objectives stated in paragraphs 4 and 5 and urge the establishment of this degree 
of centralized control and administration by the Control Council. 

Foreign Trade and Reparation 

40. The Control Council should establish centralized control over all trade 
in goods and services with foreign countries. Pending agreement in the Control 
Council you will impose appropriate controls in your own zone. 

41. Both as member of the Control Council and as zone commander you 
will take appropriate steps to ensure that 

a. the foreign trade controls are designed to carry out the objectives stated 
in paragraphs 4 and 5 of this directive; 

b. imports which are permitted and furnished to Germany are confined to 
those unavoidably necessary to the objectives stated in paragraphs 4 and 5; 

c. exports to countries other than the United Nations are prohibited unless 
specifically authorized by the Allied governments. 

42. Both as member of the Control Council and as zone commander you 
will adopt a policy which would forbid German firms to participate in inter¬ 
national cartels or other restrictive contracts and arrangements and order the 
prompt termination of all existing German participations in such cartels, con¬ 
tracts and arrangements. 

43. You will carry out in your zone such programs of reparation and resti¬ 
tution as are embodied in Allied agreements and you will seek agreement in 
the Control Council on any policies and measures which it may be necessary 
to apply throughout Germany in order to ensure the execution of such programs. 

Part III. Financial 

44. You will make full application in the financial field of the principles 
stated elsewhere in this directive and you will endeavor to have the Control 
Council adopt uniform financial policies necessary to carry out the purposes 
stated in paragraphs 4 and 5 of this directive. You will take no steps designed 
to maintain, strengthen or operate the German financial structure except in so 
far as may he necessary for the purposes specified in this directive, 

45. The .Control Council should regulate and control to the extent required 
for the purposes set forth in paragraphs 4 and 5 the issue and volume of cur¬ 
rency and the extension of credit in Germany and in accordance with the follow¬ 
ing principles: 

a. United States forces and other Allied forces will use Allied Military 
marks and Reichsmark currency or coins in their possession. Allied Military 
marks and Reichsmark currency and coin now in circulation in Germany will 
be legal tender without distinction and will be interchangeable at the rate of 
1 Allied Military mark for 1 Reichsmark. Reichskreditkassenscheine and other 
German military currency will not be legal tender in Germany. 

£. The Reichsbank, the Rentenbank or any other bank or agency may be 
permitted or required to issue bank notes and currency which will be legal 
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tender; without such authorization no German governmental or private bank or 
agency will be permitted to issue bank notes or currency. 

c. The German authorities may be required to make available Reichsmark 
currency or credits free of cost and in amounts sufficient to meet all the expenses 
of the forces of occupation, including the cost of Allied Military Government 
and including to the extent that compensation is made therefor, the cost of 
such private property as may be requisitioned, seized, or otherwise acquired, 
by Allied authorities for reparations or restitution purposes. 

Pending agreement in the Control Council you will follow these policies in 
your own zone. 

You will receive separate instructions relative to the currency which you 
will use in the event that for any reason adequate supplies of Allied Military 
marks and Reichsmarks are not available, or if the use of such currency is 
found undesirable. 

You will not announce or establish in your zone, until receipt of further 
instructions, any general rate of exchange between the Reichsmark on the one 
hand and the U. S. dollar and other currencies on the other. However, a rate of 
exchange to be used exclusively for pay of troops and military accounting pur¬ 
poses in your zone will be communicated separately to you. 

46. Subject to any agreed policies of the Control Council, you are authorized 
to take the following steps and to put into effect such further financial measures 
as you may deem necessary to accomplish the purposes of your occupation: 

a. To prohibit, or to prescribe regulations regarding transfer or other deal¬ 
ings in private or public securities or real estate or other property. 

h. To close banks, but only for a period long enough for you to introduce 
satisfactory control, to remove Nazi and other undesirable personnel, and to 
issue instructions for the determination of accounts to be blocked under sub- 
paragraph 48 e below. 

c. To close stock exchanges, insurance companies, and similar financial 
institutions for such periods as you deem appropriate. 

d. To establish a general or limited moratorium or moratoria only to the 
extent clearly necessary to carry out the objectives stated in paragraphs 4 and 5 
of this directive. 

47. Resumption of partial or complete service on the internal public debt 

at the earliest feasible date is deemed desirable. The Control Council should 
decide the time and manner of such resumption. ( 

48. Subject to any agreed policies of the Control Council, 
a‘ You will prohibit: 

(1) the payment of all military pensions, or emoluments or benefits, except 
compensation for physical disability limiting the recipient’s ability to work, at 
rates which are no higher than the lowest of those for comparable physical dis¬ 
ability arising from non-military causes. 

(2) the payment of all public or private pensions or other emoluments or 
benefits granted or conferred: 

(a) By reason of membership in or services to the former Nazi Party, 
its formations, affiliated associations or supervised organizations, 

(b) to any person who has been removed from an office or position 
in accordance with paragraph 6, and 
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(c) to any person arrested and detained in accordance with paragraph 
8 during the term of his arrest, or permanently, in case of his subsequent 
conviction. 

b. You will take such action as may be necessary to ensure that all laws 
and practices relating to taxation or other fields of finance, which discriminate 
for or against any persons because of race, nationality, creed or political opinion, 
will be amended, suspended, or abrogated to the extent necessary to eliminate 
such discrimination. 

c. You will hold the German authorities responsible for taking such meas¬ 
ures in the field of taxation and other fields of public finance, including restora¬ 
tion of the tax system and maintenance of tax revenues, as will further the 
accomplishment of the objectives stated in paragraphs 4 and 5. 

d. You will exercise general supervision over German public expenditures 
in order to ensure that they are consistent with the objectives stated in para¬ 
graphs 4 and 5. 

<?. You will impound or block all gold, silver, currencies, securities, accounts 
in financial institutions, credits, valuable papers, and all other assets falling 
within the following categories: 

(1) Property owned or controlled directly or indirectly, in whole or in 
part, by any of the following: 

(a) The German Reich, or any of the Lander, Gaue or provinces, any 
Kreis, Municipality or other similar local subdivision; or any agency or 
instrumentality of any of them including all utilities, undertakings, public 
corporations or monopolies under the control of any of the above; 

(b) Governments, nationals or residents of other nations, including 
those of territories occupied by them, at war with any of the United 
Nations at any time since 1 September 1939; 

(c) The Nazi Party, its formation, affiliated associations and 
supervised organizations, its officials, leading members and supporters; 

(d) All organizations, clubs or other associations prohibited or 
dissolved by military government; 

(e) Absentee owners, of non-German nationality including United 
Nations and neutral governments and Germans outside of Germany; 

(f) Any institution dedicated to public worship, charity, education 
or the arts and sciences which has been used by the Nazi Party to further 
its interests or to cloak its activities; 

(g) Persons subject to arrest under provisions of paragraph 8, and 
all other persons specified by military government by inclusion in lists 
or otherwise. 

(2) Property which has been the subject of transfer under duress or 
wrongful acts of confiscation, disposition or spoliation, whether pursuant to 
legislation or by procedure purporting to follow forms of law or otherwise. 

(3) Works of art or cultural material of value or importance, regardless 
of the ownership thereof. 

You will take such action as will ensure that any impounded or blocked 
assets will be dealt with only as permitted under licenses or other instruc¬ 
tions which you may issue. In the case particularly of property blocked 
under (1) (a) above, you will proceed to adopt licensing measures which 
while maintaining such property under surveillance would permit its use 
in consonance with this directive. In the case of property blocked under (2) 
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above, you will institute measures for prompt restitution, in conformity with 
the objectives stated in paragraphs 4 and 5 and subject to appropriate safe¬ 
guards to prevent the cloaking of Nazi and militaristic influence. 

49. All foreign exchange transactions, including those arising out of 
exports and imports, shall be controlled with the aim of preventing Germany 
from developing a war potential and of achieving the other objectives 6et 
forth in this directive. ' To effectuate these purposes the Control Council 
should 

a. Seek out and reduce to the possession and control of a special agency 
all German (public and private) foreign exchange and external assets of 
every kind and description located within or outside Germany. 

b. Prohibit, except as authorized by regulation or license, all dealings 
in gold, silver, foreign exchange, and all foreign exchange transactions of any 
kind. Make available any foreign exchange proceeds of exports for payment 
of imports directly necessary to the accomplishment of the objectives stated 
in paragraphs 4 and 5 of this directive, and authorize no other outlay of 
foreign exchange assets except for purposes approved by the Control Council 
or other appropriate authority. 

c. Establish effective controls with respect to all foreign exchange trans¬ 
actions, including: 

(1) Transactions as to property between persons inside Germany and 
persons outside Germany; 

(2) Transactions involving obligations owed by or to become due from 
any person in Germany to any person outside Germany; and 

(3) Transactions involving the importation into or exportation from 
Germany of any foreign exchange asset or other form of property. 

Pending agreement in the Control Council, you will take in your zone 
the action indicated in subparagraphs c, b and c above. Accordingly, you 
will in your zone reduce to the possession and control of a special agency 
established by you, within your Command, all German foreign exchange and 
external assets as provided in subparagraph a. You will endeavor to have 
similar agencies for the same purposes established in the other zones of occu¬ 
pation and to have them merged as soon as practicable in one agency for 
the entire occupied territory. In addition you will provide full reports to 
your government with respect to all German foreign exchange and external 
assets. 

50. No extension of credit to Germany or Germans by any foreign person 
or Government shall be permitted except that the Control Council may in 
special emergencies grant permission for such extensions of credit. 

51. It is not anticipated that you will make credits available to the 
Reichsbank or any other bank or to any public or private institution. If, in 
your opinion, such action becomes essential, you may take such emergency 
actions as you may deem proper, but in any event, you will report the facts 
to the Control Council. 

52. You will maintain such accounts and records as may be necessary 
to reflect the financial operations of the military government in your zone 
and you will provide the Control Council with such information as it may 
require, including information in connection with the use of currency by 
your forces, any governmental settlements, occupation costs, and other expen¬ 
ditures arising out of operations or activities involving participation of your 
forces. 
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MILITARY GOVERNMENT —GERMANY 
UNITED STATES ZONE 

B. 

GENERAL ORDER No. 2 

(Pursuant to Military Government Law No. 52 — Blocking 
and Control of Property) 

I. G. FARBENINDUSTRIE A. G. 

WHEREAS, it is the main objective of the United Nations to prevent 
Germany from ever again disrupting the peace of the world; 

WHEREAS, I. G. FARBENINDUSTRIE A. G. played a prominent part 
in building up and maintaining the German war machine; 

WHEREAS, through its world-wide cartel system and practices, I. G. 
FARBENINDUSTRIE A. G., as a deliberate part of Germany’s bid for world 
conquest, hampered the growth of industry and commerce of other nations 
and weakened their power to defend themselves; 

WHEREAS, the war-making power represented by the industries owned or 
controlled by I. G. FARBENINDUSTRIE A. G. constitutes a major threat to 
the peace and security of the post-war world so long as such industries remain 
within the control of Germany; 

WHEREAS, it is essential to the objectives of the United Nations to 
take over the direction and control of I. G. FARBENINDUSTRIE A. G. and 
to seize possession of its property in order to bring about its destruction and 
the war-making potential which it represents; and 

WHEREAS, it is intended that the property seized will be jdaced at the 
disposition of the Control Council (Germany), when such action is desired 
by the Control Council; 

IT IS HEREBY ORDERED: 

1. All the property within the United States Zone in Germany owned 
or controlled, directly or indirectly, by I. G. FARBENINDUSTRIE A. G., a 
corporation organized and existing under and by virtue of the laws of Germany 
with seat and head office at Frankfurt a/Main, is hereby specified under para¬ 
graph 1 (g) of Military Government Law No. 52 to be subject to seizure 
of possession, direction, and control by Military Government. 

2. The direction and control of I. G. FARBENINDUSTRIE A. G. and the 
possession of all its property in the United States Zone are hereby seized by 
the Military Governor, United Slates Zone. 

3. Pending the assumption of control of such property by the Control Coun¬ 
cil, or an agency thereof, all the powers of the Military Governor, United States 
Zone, with respect to the property seized pursuant hereto and with respect 
to the direction and control of the corporation are hereby delegated to the 
Deputy Military Governor, United States Zone. Redelegation of any or all 
such powers is hereby authorized. In the exercise of such powers, the Deputy 
Military Governor, United States Zone, or any person acting by or under 
his authority with respect to the property affected hereby shall not be subject 
to German law. 

4. In the exercise of such powers the Deputy Military Governor, or any 
person acting by or under his authority with respect to such property, shall 
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be guided by the general objectives stated in the preamble hereof and by the 
following specific objectives, and will take such measures as he deems appro¬ 
priate to accomplish them: 

a. The making available to devastated non-enemy countries of Europe 
and to the United Nations, in accordance with such programs of relief, 
restitution and reparations as may be decided upon, of any of the property 
seized under this order and, in particular, of laboratories, plants and equip¬ 
ment which produce chemicals, synthetic petroleum and rubber, magnesium 
and aluminum, other non-ferrous metals, iron and steel, machine tools and 
heavy machinery. 

b. Destruction of all property seized under this order and not transferred 
under the provisions of paragraph a above if adapted to the production of 
arms, ammunition, poison gas, explosives and other implements of war, or any 
parts, components or ingredients designed for incorporation in the foregoing, 
and not of a type generally used in industries permitted to operate within 
Germany; 

c. Dispersion of the ownership and control of such of the plants and 
equipment seized under this order as have not been transferred or destroyed 
pursuant to paragraphs a and b above. 

5. a. The entire management of I. G. FARBENINDUSTRIE A, G., in¬ 
cluding but not limited to the supervising board (Aufsichtsrat), the board of 
directors (Vorstand), and directors (Direktorium) and all other persons, 
whether office-holders or not, who are empowered, either alone or with others, 
to bind or sign for on behalf of I. G. FARBENINDUSTRIE A. G. are forth¬ 
with removed and discharged and deprived of all authority to act with respect 
to the corporation or its property. 

b. The rights of shareholders in respect of selection of management or 
control of I. G. FARBENINDUSTRIE A. G. are suspended. 

6. Article IV of Military Government Law No. 5 shall not be applicable 
to any property or enterprise affected by this General Order. 

7. This General Order shall become effective on 5 July, 1945. 

BY ORDER OF. MILITARY GOVERNMENT 


C. 

Potsdam Agreement 

Joint Report on Results of the Anglo-Soviet-American Conference 

(Berlin 1945) 

Released August 2, 1945 

Excerpts 

******* 

III. Germany 

The Allied armies are in occupation of the whole of Germany and 
the German people have begun to atone for the terrible crimes committed 
under the leadership of those whom in the hour of their success, they openly 
approved and blindly obeyed. 

Agreement has been reached at this conference on the political and 
economic principles of a coordinated Allied policy toward defeated Germany 
during the period of Allied control. 
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The purpose of this agreement is to carry out the Crimea Declaration on 
Germany. German militarism and Nazism will be extirpated and the Allies 
will take in agreement together, now and in the future, the other measures 
necessary to assure that Germany never again will threaten her neighbors 
or the peace of the world. 

It is not the intention of the Allies to destroy or enslave the German 
people. It is the intention of the Allies that the German people be given 
the opportunity to prepare for the eventual reconstruction of their life on 
a democratic and peaceful basis. If their own efforts are steadily directed 
to this end, it will be possible for them in due course to take their place 
among the freehand peaceful peoples of the world. 

The text of the agreement is as follows: 

The Political and Economic Principles To Govern the Treatment of 
Germany in the Initial Control Period 
A. Political Principles. 

1. In accordance with the agreement on control machinery in Germany, 
supreme authority in Germany is exercised, on instructions from their re¬ 
spective governments, by the Commanders-in-Chief of the armed forces of 
the United States of America, the United Kingdom, the Union of Soviet 
Socialist Republics, and the French Republic, each in his own zone of occu¬ 
pation, and also jointly in matters affecting Germany as a whole, in their 
capacity as members of the Control Council. 

2. So far as is practicable, there shall be uniformity of treatment of 
the German population throughout Germany. 

3.. The purposes of the occupation of Germany by which the Control 
Council shall be guided are: 

/*) .^ e complete disarmament and demilitarization of Germany and the 
elimination or control of all German industry that could be used for mili¬ 
tary production. To these ends: 

(a) All German land, naval and air forces, the S. S., S. A., S. D., and 
Gestapo, with all their organizations, staffs and insted. 

(ii) To convince the German people that they have suffered a total 
military defeat and that they cannot escape responsibility for what they 
have brought upon themselves, since their own ruthless warfare and the 
fanatical Nazi resistance have destroyed German economy and made chaos 
and suffering inevitable, 

(iii) To destroy the National Socialist Party and its affiliated and super* 
vised organizations, to dissolve all Nazi institutions, to ensure that they are 
not revived in any form, and to prevent all Nazi and militarist activity or 
Propaganda, 



APPENDIX TWO 


267 


(iv) To prepare for the eventual reconstruction of German political life 
on a democratic basis and for eventual peacefiil Cooperation in international 
life by Germany. 

4. All Nazi laws which provided tbe basis of the Hitler regime or 
establislied discrimination on grounds of race, creed, or political opinion 
shall be abolished. No such discriminations, whetber legal, administrative or 
otlierwise shall be tolerated. 

5. War criminals and those who have participated in planning or carrying 
out Nazi enterprises involving or resulting in atrocities or war crimes shall 
be arrested and brought to judgment. Nazi leaders, inSuential Nazi sup- 
porters and high officials of Nazi organizations and institutions and any 
other persons dangerous to the occupation or its objectives shall be arrested 
and intemed. 

6. All members of the Nazi Party who have been more than nominal 
participants in its activities and all other persons hostile to Allied purposes 
shall be removed from public and semi-public office, and from positions 
of responsibility in important private undertakings. Such persons shall be 
replaced by persons who, by their political and moral qualities, are deemed 
capable of assisting in developing genuine democratic institutions in Germany. 

7. German education shall be so controUed as completely to eliminate Nazi 
and militarist doctrines and to make possible the successful development 
of democratic ideas. 

8. The judicial System will be reorganized in accordance with tbe prin- 
ciples of democracy, of justice under law, and of equal rights for all citi* 
zens without distinction of race, nationality or religion. 

9. The administration of affairs in Germany sbould be directed towards 

the decentralization of the political structure and the development of local 
responsibility. To this end; ' 

(i) Local self'govemment shall be restored throughout Germany on 
democratic principles and in particular through elective councils as rapidly 
as is consistent with military security and tbe purposes of military occupation; 

(ii) All democratic political parties with rights of assembly and of 
public discussion shall be allowed and encouraged throughout Germany; 

(iii) Representative and elective principles shall be introduced into 
regional, provincial and state (land) administration as rapidly as may be 
justified by the successful application of these principles in local Self¬ 
government; 

(iv) For the time being no central German government shall be estab- 
lisbed. Nothwithstanding this, however, certain essential central German admin¬ 
istrative departmcnts, beaded by state secretaries, shall be established, 
particularly in the fields of finance, Iransport, Communications, foreign trade 
and industry. Such departmcnts will act under the direction of the Control 
Council. 

10. Subject to the necessity for maintaining military security, freedom 
of Speech, press and religion shall be permitted, and religious institutions 
sliall be respected. Subject likewise to the maintenance of military security, 
the formation of free trade unions shall be permitted. 

li. Economic Principles, 

11. In Order to eliminate Germany’s war potential, the production of arms, 
ammunition and Implements of war as well as all types of aircraft and 
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sea-going sliips shall be prohibitcd and prcvented. Production of nielals, 
Chemicals, machinery and otber iteras that are directly necessary to a war 
economy shall be rigidly controlled and restricted to Germany’s approved post¬ 
war peacetime needs to meet the objcctives stated in paragraph 15. Produc¬ 
tive capacity not needcd for permitted production shall be removed in 
accordance with the reparations plan recommended by the Allied Commis¬ 
sion on reparations and approved by the governments concerned or if not 
removed shall be destroyed. 

12, At the earliest practicable date, the German economy shall be de- 
centralized for the purpose of eliminaling the present cxcessive concentration 
of economic power as exemplified in particular by cartels, syndicates, triists 
and other monopolistic arrangements. ' 

13, In organizing the German economy, primary emphasis shall be given 
to the development of agriculture and peaceful domcstic Industries. 

14. Düring the period of occupation Germany shall be treated as a 
single economic unit. To this end common policies shall be ealablished in 
regard to: 

(a) Mining and industrial production and allocations; 

(b) Agriculture, foreslry and fishing; 

(c) Wages, prices and rationing; 

(d) Import and export programs for Germany as a whole; 

(e) Currency and banking, central taxation and customs; 

(/) Reparation and removal of industrial war potential; 

ig) Transportation and Communications. 

In applying these policies account shall be taken, where appropriate, 
of varying local conditions. 

15. Allied Controls shall be imposed upon the German economy but 
only to the extent necessary: 

(ö) To carry out programs of industrial disarmament and demilitarization, 
of reparations, and of approved exports and imports. 

(b) To assure the production and maintenance of goods and Services 
required to meet the needs of the occupying forces and displaced persons in 
Germany and essential to maintain in Germany average living Standards not 
exceeding the average of the Standards of living of European countries. 
(European countries means all European countries excluding the United King¬ 
dom and the Union of Soviel Socialist Republics.) 

(c) To ensure in the manner determined by the Control Council the 
equilable distribiition of essential commoditics between the several zones so 
as to produce a balanced economy ihroughout Germany and reduce the need 
for imports. 

(d) To Control German induslry and all economic and financial inter¬ 
national transactions, including exports and imports, with the' aim of pre- 
venting Germany from developing a war potential and of achieving the other 
objcctives named herein. 

(e) To Control all German public or private scientific bodies, research 
and experimental institutions, laboralorics, et cetera, connected with economic 
activities. 

16, In the imposition and maintenance of economic Controls established 
by the Control Council, German administrative machinery shall be created 
and the German aulhorities shall be required to the füllest extent practicable 
to proclaim and assume administration of such Controls. Thus it should be 
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brought Home to tlie German pcople ihat the responsibility for the adminis- 
tration of such Controls and any break-down in these Controls will rest 
with ihcmselves, Any German Controls which may run counter to the objec- 
tives of occupation will be probibited. 

17. Measures shall be promptly taken: 

(а) To ellect essential repair of transport; 

(б) To enlarge coal prodiiction; 

(c) To maximize agricultural output; and 

id) To effect emergency repair of housing and essential Utilities. 

18. Appropriate Steps sball bc taken by the Control Council to exercise 
control and the power of disposition over German-owned external assets not 
already under the control of United Nations which have taken part in the 
war against Germany, 

19. Payment of reparations should leave enough reserves to enable the 
German people to subsist without external assistance. In working out the 
economic balance of Germany the necessary means must be provided to 
pay for Imports approved by the Control Council in Germany. The proceeds 
of exports from current prodiiction and Stocks sball be available in the 
first place for payment for such Imports. 

The above clause will not apply to the equipment and products referred 
to in paragraphs 4 (A) and 4 (B) of the Reparations Agreement, 

IV, Reparations from Germany 

In accordance with the Crimea decision that Germany be compclled to 
corapensate to the greatest possiblo extent for the loss and suffering that 
she has caused to the United Nations and for which the German people cannot 
escape responsibility, the following agreement on reparations was xeached; 

1. Reparation claims of the U.S.S.R. sball be met by removals from the 
Zone of Germany occupied by the U.S.S.R. and from appropriate German 
external assets, 

2. The U.S.S.R. undertakes to settle the reparation Claims of Poland 
from its own share of reparations. 

3. The reparation claims of the United States, the United Kingdom 
and other countries entitled to reparations shall be met from the Western 
zones and from appropriate German external assets. 

4. In addition to the reparations to be taken by the U.S.S.R. from its 
own Zone of occupation, the U.S.S.R, shall receive additionally from the 
Western zones; 

(A) 15 per Cent of such usable and complete industrial Capital equip¬ 
ment, in the first place from the metallurgical, chemical and machine manu- 
facturing industries, as is unnecessary for the German peace economy and 
should be removed from the Western zones of Germany, in exchange for 
an cquivalent value of food, coal, potasli, zinc, timber, clay products, petroleum 
Products, and such other Commodities as may be agreed upon. 

(B) 10 per Cent of such industrial capital equipment as is unnecessary 
for the German peace economy and should be removed from the Western 
zones, to be transferred to the Soviel Government on reparations account with¬ 
out payment or exchange of any kind in return. 

Removals of equipment as provided in (A) and (B) above shall be made 
simultaneously. 

5. The amount of equipment to bc removed from the Western zones on 
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account of reparations must bc dctermincd within six montlis froin now at 
the latest. 

6. Removals of industrial capital equipinent^ sball begin as soon as pos- 
fible and shall be completed within two years from the determlnation spccified 
in Paragraph 5. The delivery of products covered by 4 (A) above shall begin 
as soon as possible and shall be made by the U.S.S.R. in agreed installments 
within live years of the date hereof. The determlnation of the amount and 
character of the industrial capital equipment unnecessary for the German 
peace economy and therefore available for reparations shall be made by the 
Control Council imder policies fixed by the Allied Commossion on Repara¬ 
tions, with the participation of France, subject to the final approval of the 
Zone Commander in the zone from which the equipment is to be removed. 

7. Prior to the fixing of the total amount of equipment subject fo 
removal, advance deliveries shall be made in respect of sucli equipment as 
will be determined to be eligible for delivery in accordance with the pro- 
cedure set forth in the last sentence of paragraph 6. 

8. The Soviel Government renounces all Claims in respect of reparations 
to shares of German enterprises which are located in the Western zones of 
occupation in Germany as Virell as to German foreign assets in all countries 
except those specified in paragraph 9 below. 

9. The Governments of the United Kingdom and the United States of 
America renounce their claims in respect of reparations to shares of German 
enterprises which are located in the eastern zone of occupation in Germany, 
as well as to German foreign assets in Bulgaria, Finland, Hungary, Rumania 
and Eastern Austria. 

10. The Soviel Government makes no claims to gold captured by the 
Allied troops in Germany. . 


I 
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SELECTED EXHIBITS FROM KILGORE 
COMMinEE REPORT ON IG FARBEN 


The documents and Statements in this appendix are pari of the great 
accumulation of evidence presented in February, 1946, to Senator Harley Kil- 
gore’s sub-committee of the U. S. Senate Military Affairs Committee. The 
evidence had been gathered by ihe team of investigators under Colonel Bernard 
Bernstein wbo broke through the veil of secrecy surrounding IG Farben in 
Germany. 

Exiiibit No. 1 (Chapter II of Kilgore Committee Report) 
“Tarnung'* (camouflage) of German Agencies Abroad 
(Translated by Dr. Küpper) 

In the time after the first war we more and more came to the decision 
to “tarn” our foreign selling Companies, i. e., to establish such Companies as 
firms of the law of the country concerned and to distribnte the shares of 
these firms in such a way that the participation of IG in these firms was 
not shown. In the course of time the system became more and more perfect 
and was modified according to the conditions prevailing for the time being 
so that even a thorough Investigation could not find any material that there 
was an indirect connection with IG. This system of “Tarnung” applied prac- 
tically only to our selling Companies, planls mixing dyestuffs, and some 
pharmaceutical factories. For the rest of the factories, all of which were 
Companies established under the law of the country concerned, the necessity 
of “Tarnung” generally was not given. Neither the angle of the tax Situation 
nor the other reasons hereinafter given prevailed for them. A special case 
was only Spain where the legislation for the protection of industry forced 
US not openly to show at least a pari of our participation. 

The “Tarnung” in the past has not only been of great advantage in the 
commercial and tax Situation which figured in many millions, but also in 
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tbe conseqiience of this war the System “Tarntmg” gave us the chance in 
a large scale to secure our organization, the Investments, and tlie advance 
on our outstanding Claims. 

In case of gaining this war, the mighlfiil Situation of the Reich will 
make it necessary to reexamine the system of “Tarnung.” Politically seen, it 
will often be wished that the German character of onr foreign selling Com¬ 
panies is openly shown. In this respect already before this war strong wishes 
of the A. O. became loiid, which naturally after a war gained will become 
a clear demand. Already now, for instance, Gauleiter Hess of the A. 0. has 
asked only to acquire the shares held by neutral shareholders in the 
Chemdyes, Ltd. We hereto gave dctaiied also writtcn report wilh the result 
that such demand was taken back. The A. O. in a letter to the Reichsgruppc 
Industrie also suggested that further plans of “Tarnung” are not liked and 
therefore refused. 

It is therefore necessary carefully to examine the System of “Tarnung” 
in every respect. As fundamental principle may be stated that for justifiable 
political purposes the German character of our foreign agencies should 
not be shown cverywhere where strong objections on the base of financial 
reasons of national importance cannot be made and where an “Enttarnung” 
(finishing of the “Tarnung”) would practically not endanger the export 
to the countries in question. 

I. Reasons of the “Tarnung'* 

(1) On the head tax reasons. The foundation of branch offices or sub- 
sidiarics would have meant an establishment of IG. The taxes to be paid for 

, such establishments much higher ihan those of independent Companies, 

(2) The danger of war forced iis to secure our organization and assets 
by “Tarnung.” This System enabied us to maintain our selling organization, 

/ to secure our Investments, and an advance on our outstanding claims. 

(3) In the first years after the first war, the weakness of the Reicli 
made it advisable to give our selling organization the national character of 
the country concerned. 

(4) Commercial reasons also. “Tarnung” as protection against boycott. 
The Customers preferred to buy from national firms. 

(5) A branch office or a subsidiary forced to show the details of IG’s 
balance and profit and loss account. 

(6) A branch office or subsidiary being under aggravated control under 
the foreign currency regulations of the country concerned. 

(7) The U. S. A. Antidumping Act of 1921. Price invoiced to U. S. A. 
to be compared with (o) foreign market value or (6) price invoiced to 
countries olher than U. S. A., or (c) the cost of production. 

For IG important that prices invoiced to U. S. A. only be compared with 
the prices invoiced to countries other than U. S. A, Ilereto the Act of 1921 
»ays that only prices to free and independent Customers can be compared. 
Therefore the foundation of free and independent importers in Canada and 
Australia. 

Law for protection of industry in Spain. Big advantages in respect of 
taxes and duties to national industries only, i. e., to such in which there is 
no foreign participation higher than 25%. Therefore, the half of our 50% 
participation in the Fence given to Unicolor which lalter, of course. was 
“Tarned.” 
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11. Reasons of **Tarnung'* in the Future 
For the future the following reasons will no longer prevail: 

(1) The securing against war losscs, as there will he a long time of 


peace. 


(2) The Position of the Reich strong enongh to protect any German 
inlerest. 

(3) Commercial reasons (boycott, etc.) not decisive. 

(4) Advantage of firms of national character in dealing with the authori- 
ties of the country concerned not so important as the political reasons which 
will make the “Enttarnung” (finishing of “Tarnung”) advisable. 

For the rest the Situation in every country has to be carefully cxamined. 

(1) The U. S. A. Antidumping Act will remain. Therefore, continuing 
of the “Tarnung” in Australia and Canada> just to have two free and inde¬ 
pendent importers in these countries. 

(2) The law of protection of industry in Spain will remain. Therefore, 
continuing of the “Tarnung” in Spain. 

(3) For the decision, if we may run the risk to found an establishment 
(i. e., hranch or subsidiary of IG) will be important to what extent the taxes 
will be higher— 

(a) In relation to the countries in which our proposal as to tax regulations 
in the peace treaties will become practical there is no need of “Tarnung.” 
It will no more be necessary to show to details of IG’s balance. And the 
percentage of IG's tum-over on the base of which the taxable profit of IG 
in such countries will be calculated will be a reasonable one. If this per¬ 
centage will be 5%, already then, the taxes of IG to be paid in such countries 
will be higher. But such a percentage of 5% must be considered as reasonable. 

ib) For other countries individual exaraination. In those countries in 
which IG has already to pay taxes on the reason of having an establishment 
the “Tarnung” may be finished. Such countries are: Great Britain, Ireland, 
Roiimania, Italy, Norway, Bulgarin, Ilungaria. 

For a number of other countries we made a calculation of the amount 
in which IG should have to pay higher taxes, if IG would have an establish¬ 
ment in such countries. (As lax rate 30% of the profit, as profit 5% of 
the turn-over only.) 


Reicksmarks 


Yugoslavia — 

Greece - 

Switzerland _ 

Denmark ...— 

Sweden -- 

Belgium _ 


75,000 

12,000 

45,000 

53,000 

77,000 

72,000 


Reichsmarks 


Holland 
France 
Spain .. 



108,000 

79,000 

45,000 


In alL. 


576,000 


Therefore considerable higher taxes. In the other hand it may be 
laken that our proposals as to the tax regulations in peace treaties will 
become practical in relation to France, Holland and Belgium. 

For British India special Situation. Here foreign Companies have to 
pay 45% super tax instead of 6.25% for British Companies. In addition the 
estimate of our taxable profit would be very high. Therefore, higher taxes 
in British India. 1-2 million Reichsmark a year. In addition, in British 
India all details of IG’s balance would have to be given. Therefore, “Tar- 
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nung” in British India would be conlinued if there can’t be made the 
following international agreements 'with British India: 

(1) According to IG’s proposals as to tax regulations in peace treaties, 
super tax would be the same as for Indian Companies. 

(2) No higher percentage than 5% of the turn-over as taxable 
Profit. 

(3) No details of IG’s balance to be given. 

Such agreement will depend on which way British India will take. 

As result: 

“Enttarnung” (finishing of the “Tarnung”) in Great Britain, Ireland, 
Italy, Hungaria, Roumania, Bulgarin, and Norway. The same in relation 
to countries to which our proposal as to the tax regulations in- the peace 
treaties will apply and in relation to countries under political influence 
of the Reich. 

In British India, Canada, and Australia continuing of the “Tarnung.” 

III. In What Form Will the '‘Enttarnung” Take Place 
To be carefully done, especially in respect of persons who acted as 
our shareholders. Tax Claims for ihe past to be avoided. Consequences in 
countries in which the “Tarnung” will be continued. “Enttarnung” only 
in euch a way that the shares are oflicially bought from the persons acting 
as our trustee at a fair countervalue. (Of course, the consequences in 
taxpaying for the trustees themselves have to be regarded.) Finally it 
bas to be examined how to found the new establishments. No brancbes of 
IG. 'Better if customers buy from a firm witli a national name of the 
country concerned than froni IG, the big type of German Economy. Also 
in relation to foreign authorities better not to have a branch. It must 
be taken in consideration also that our agencies sell non-IG products as 
well. A branch would immediately lead to taxation of IG whereas a sub- 
ßidiary such consequences would arise after some time only. Therefore, no 
branch, but subsidiary of IG. 

Exiiibit No. 11 Chapter IV of Kilgore Committee Report 
Statement by Max Ilgner^ Dated June 18, 1945 on Assistance Given 
Wehrmacht, S. D,, Government, and Party by Farben Abroad 
Structure of the Report 

A. General reraarks: 

I. Organization and functions of IG Berlin N. W. 7. 

II. Administration of the sales organizations of IG abroad. 

B. O. K. W. (Wehrmacht): 

I. Wehrwirtschaftsstab (General Thomas): 

(1) Economic ept. of IG (Volkswirtschaftliche Abteilung). 

(2) “Vermittlungsstelle W” (Wehrwirtschaft) of IG. 

II. Abwehr-Abteilung (Admiral Canaris) ; 

(1) “Abwehr Organisation” of IG. 

(2) Office of the coramercial committee of board of directors 
(Büro des Kaufmännischen Ausschusses). 

(3) Economic Dept. of IG. 

(4) Other *contacts. 

C. S. D. (Sicherheitsdienst) : 

(1) “Abwehr Organisation” of IG. 

(2) Reports of trips abroad and reports from abroad. 
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(3) Bayer Organization. 

(4) General contact asked in summer 1944. 

(5) Otlier contacts. 

D. Assistance asked by other organizations of government and party; 

1. Governmental organizations: 

(1) Foreign office: 

(a) Economic Dept. of Foreign Office. 

(b) Staatssekretär Keppler. 

(2) Ministry of Propaganda: 

(а) Expert committee on foreign matters (“F.-Kreis”). 

(б) ^‘Vereinigung zwischenstaatlicher Verbände” (incl. foreign 
office too). 

(c) “Werberat der Deutschen Wirtschaft.” 

(3) Ministry of economics and ministry of armament: 

(a) Foreign department (Länder-Abteüung) of R. W. M. 

ib) Working committee for foreign trade-questions of the 

federations of indiistry and commerce (Arbeitskreis für 
Aussenwirtschaftsfragen der Reichsgruppen Industrie und 
Handel). 

(c) Imports of Molybdän and Wolfram and leather. 

(d) Imports of oil from Rumänin and raffination in Pressburg. 

(e) PetsamO'Nickel, 

(4) Other ministries or governmental institutions; 

(c) Ministry of aviation: Norway light metal. 

(b) Reichskommissar Norway: Chemical industry. 

(c) Militärbefehlshaber Frankreich: Chemical industry. 

(d) Militärbefehlshaber Italien; Chemical industry. 

II. Auslandsorganisation der N. S. D. A. P. (A. 0.): 

(1) IG contacts with A. O. in Germany. 

(2) IG organizations abroad. 

(fl) Members of the A. 0. 

(6) Presidents of German clubs, etc. 

(c) Presidents of Chamber of Commerce, etc. 

(d) Other contacts. 

A. General Remarks 

I. Organization and Functions of IG Berlin N, W. 7 
About this precise matter I have made a report, dated June 7th, which 
I rendered to Mr. Weiss. To show, what I can contribute to this matter 
as well for myself, as for my organization, I may state the following; 
IG Berlin N. W. 7, resp. their deparlments (9 chief departraents and 35 
subdepartraents) exercised help functions for the sales organizations and 
partly also for the factories; no decisions on sales as’well as on fabrication 
were made by IG Berlin N. W. 7. The 9 chief deparlments were headed 
by dept. directors or procurists or persons in the same rank (like Krüger— 
up to the middle of 44—Fahle, Terhaar, Reithinger, M. Passarge, and 
others). I, myself, had a largely extended knowledge of IG but—as too 
much—not going myself to details (except those matters I handled per- 
sonally (see report of 7-6-45), also because since 1928 normally half of 
the year being outside of Germany or-jonce—being a long time ill (1939-40)). 
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11, Administration, of thc Sales Organizations of IG Abroad 

Aboiit this matter I have reported in my report of 26-5-45. I will only 
repeat the most important facts, as far as this report is concerned. The 
administration of the sales Organization abroad belonged to ihe field of 
activity resp. responsibility of the chiefs of the “Verkaufsgemeinschaften” 
(sales organizations of IG), the sales directors, and the counsels of the 
sales Organization. The names are the following: 

Dyes: v. Schnitzler, Kugler, Köhler, Overhoff, v. Brüning, and otliers— 
Küpper. 

Chemicals: v. Schnitzler, Haefliger, Borgwardt, v. Heider, and others— 
Stein. 

Pharmaceut.: Mann, Martens, Grobei, Zahn, and others—Brüggemann. 

Agfa: Otto, van Beek, Uhl, and others—Deissmann. 

Nitrogen:^ Oster, Hanser, Krüger (since middle of 44)—Nitrogen-Synd. 

Oil:® Bütefisch, Fischer (until he entered the Min. of Economics) — 

B. O.K.W. {Wehrmacht) 

I, Wehrwirtschaftsstab {General Thomas) 

This contact is an old one and goes back to the “Heereswaffenamt,” 
which existed before the “Wehrwirtschaftsstab.” In the year 1930 (?) 
Geheimrat Lederer introduced me to the chief of the Heereswaffenamt, Gen¬ 
eral V. Bockeiberg, Thomas then being a captain. The introduction of 
Leunagasolin in the German market in the years 1930-32 was slrongly 
supported by this organization. After Bockeiberg left, General Liese camc 
whosc aide-de-camp Thomas was then, and afterwards the Wehrwirtschaftsstab 
ander Thomas was formed. When I became Wehrwirtschftsführer in 1938, 
Thomas asked me the specific siipporl of the Economic Dept. of IG, but 
it was only done in 1939 (when I was absent on account of a seriousi 
heart trouble) by my substitute Dr. Krüger. Krüger made in 1939 bis 
reserve-olEccr practice in the organization of Thomas (as well as Dr. 
V. d. Heyde, the Abwehrbeauftragte for my organization; but it is possible 
that the practice of v. d. Ileyde was only during the war). Krüger estab- 
lished the contact between the Wehrwirtschaflsstab and Dr. Reithinger, 
resp. the economic dept. of IG; v. d. Heyde was also introduced by Krüger, 
resp. automatically concerned in this contact. 

(1) Economic Dept, of IG {Volkswirtschaftliche Abteilung) {Dr. Reithinger) 

All reports and interesting Information had to be given to the Wehrwirt- 
ßchaftsstab; these reports—how the selection was made in detail, I don’t 
know—based on all foreign reports, which IG Berlin N. W. 7. received 
in the current course of business, incl. the reports of the IG Verbindungs¬ 
männer, other Statistical Dept., Chemnyco (see my report Versailles, 10.5.45: 
“Die Rieseberichte von Dr. M. Ilgner, die Volkswirtschaft!. Abteilung und 
die Pressestelle der IG”) and also on the material of my own reports on 
foreign trips. In addition to this I had given to Reithinger freedom of dis- 
position—also to a certain extent financially—to secure himself foreign col- 
laborators outside IG as the “Institut für Weltwirtschaft” in Kiel (Prof. 


^Mostly used the dyes and Chemicals sales organizations of IG. 

* No empört from Germany, but purchascs in Rumania and sales in C. S. R. 
ischtler. 
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Predöhl), and the “Institut für Konjunkturforschung“ (Prof. Wagemann) in 
Order to save time as well as to gct more material; especially during the 
war, when the Organization of the economic dept. became always smaller by 
men going to army, this was a certain help. By giving Reithinger and 
his associates in their work free hand in every respect, the high Standard 
of the independent work was reached; This naturally had on the other 
side the consequence that all authorities were very keen to get the reports 
and the Cooperation of the economic dept. In the beginning of the war 
there were four ministries resp. governmental organizations, they wanted to 
take over^ the economic dept. as a whole, but as there was only one eco¬ 
nomic dept. of IG, it had to stay with IG. The four were: Economic dept. 
of the Foreign Office, Ministry of Economics (foreign dept.), Rlinistry of 
Agriculture, and “Wehrwirtschaftsstab.“ During the war all kind of sta- 
tistics, economic Information, etc. came in by help of Bayer Organization 
in Portugal and partly by the Pressestelle of IG-Reithinger, from time to 
time, sent me a list of those reports he resp. the economic dept. had 
made—during the war—on demand of the Wehrwirtschaftsstab. 

(2) ‘^Vermittungsstelle W” ifFehrivirtschaft), Berlin S. IF. Kochstr. (Dr. 

Dieckmann, Dr. Gorr) 

The following directors of IG were responsible for this department: 
Sparte I (nitrogen, gasolin) Schneider, Bütefisch, Sparte II (dyes, Chemicals, 
buna, pharmaceuticals) ter Meer, Ilörlein, Ambros, Wurster, Sparte III 
(Agfa-film, photo, fibres, artificial silk) Gajewski, Kleine. 

Tliis Organization originally was formed to avoid that important tcch- 
nical know-how and patents from the point of view of armament were 
given to foreign countries (“Industrieverschleppung”). 

Wliat precise contact this Organization had later on to the Wehrwirt- 
schaftsstah resp. Ministry of Armament, especially during the war, I do 
not know. 

II, Abwehr-Abteilung {Admiral Canaris) 

I made the acquaintance of Major Bloch (then he was a captain) by 
the general secretary of the Mitteleuropäischen Wirtschaftstag Dr. Hahn, 
who was a friend of Bloch (in 1931 or 32 ?). I saw Bloch in the following 
years occasionally especially at the general meetings of the Mitteleuropäische 
Wirtschaftstag (President Baron v. Wilmowsky, myself becoming a vice 
President in 1938); after Hahn died in 1939, Dr. Dietrich became general 
secretary, but I don’t know in which specific contact he was witli Bloch. 
Baron v. Wilmowsky, I know, stood in a friendly relation to Col. Pieken¬ 
brock, whom myself met only once on occasion of a dinner party arranged 
by Dr. Krüger and Dr. Fahle, short before Piekenbrock and Bloch-^both 
being at present, also a third officer (name forgotten)—left the “Abwehr- 
Abteilung” and took over military commands in the army (1943 or 44 ?). 
Tlie other men (except one (see 4.) but name forgotten (page 6) espe¬ 
cially Canaris, I never met. 

(1) “Abwehr-Organisation" of IG 

Originally, before 1933, there was an “Abwehr-Organisation” in Lever¬ 
kusen but after 1933 the party did not consider this sufficient and in the 
IG as well in the whole of business life in Germany a new “Abwehr- 
Organisation“ was introduced. 

In every factory as well as in every other organization—also in mine— 
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Abwehrbeauftragte were nominated in resp. appointed by the party resp. 
S. D. This was in my own organization v. d. Ileyde, Rüdiger later on 
taking bis place when v. d. Ileyde went to the army. As IG was so great 
and there were so many “Abwehrbeauftragte” of IG, the Abwehr-Abteilung 
of the 0. K. W. {and S. D.?) wanted a so-called “Hauptabwehrbeauftragte” 
who should he on the top of all “Abwehrbeauftragte” At this time, Fahle 
told me that the men of the dept. Canaris would like to see him as 
Hauptabwehrbeauftragter and I communicated this to v. Knieriem, as I knew 
that this matter would be discussed in the executive Committee of the board 
of IG, V. Knieriem being a member of the executive Committee. But the 
executive committee, afler the whole matter was delayed by Schmitz for 
months to the vexation of the O. K. W., did not accept this proposition, 
deciding it should be a member of the highest institution of IG (as it 
was a very delicate raission), that means of the executive committee of 
IG and Dr. Schneider, Leuna, was proposed to the Abwehr by Schmitz and 
later on accepted (I do not know whether also by S. D. but presumably). 
Schneider organized the “Abteilung A” (Abwehr) for his current contact 
to the “Abwehr”; this department was located in the same house, as the 
“Vermittlungsstelle W,” Berlin S. W. Kochstr. In this department Dr. 
Dieckmann was in Charge of all technical matlers and Dr. v. d. Ileyde of 
iH commercial matters, Dr. Rüdiger being his substitute. About the work 
if this department I have no knowledge. 

(2) Office of the commercial committee of board of directors. (Büro des 

Kaufmännischen Ausschusses.) 

AU interesting reports of tlxe IG Verbindungsmänner had to be given 
;o the Abwehr and Major Bloch once asked me to makc the personal 
icquaintance of the IG Verbindungsmänner, if one or the other should 
5e on a trip in Germany. I told Bloch—this must have been in 1935 or 
[936 7 —that the commercial committee of IG had the greatest hesilations 
jf every kind of Cooperation, if not strictly asked and also then only 
n the very field of current business reports and matters coming up in 
he normal course of affairs; Bloch understood this and agreed. I informed 
he Office of the commercial committee (Fahle, G. Schiller, Schwarte, Saxer, 
ind others) which took over contact wilh Bloch on this line; whether 
Roch has seen IG Verbindungsmänner, I can’t remember besides Mr. W. 
ichmidt from Siam. 

!3) Economic Dept. of IG 

The Abwehr wanted to have, like the Wehrwirtschaftsstab all interest- 
ng reports from abroad and they also were interested in the question- 
jaires of the Econ. dept. as already before the Economic Dept. of the 
'oreign Office as well as the A. O. I repeated to Major Bloch—it was the 
ame conversation conceming the obove-mentioned questions to the office 
if the commercial committee—that he could get only informations, they 
:ame to us in the current business organization and that IG would not 
)e able—in respect to the Standing of IG abroad—to cooperate in any 
iher way. It was a matter of fact that IG informations—only in the current 
my of reports—were so complete, that IG could avoid to leave the line 
f current business Information, That this high Standard of inforraation 
f the Economic Dept. was also a great advantage for the business dcci- 
ions, I have shown in my additional report of the 23rd May 1945 re “The 
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Economic Dept, and the devaluation of the $ in 1933.” The Economic Dept. 
of the IG was the best and most complete private' economic dept. in 
Germany—this can be assumed—and how rieh was the material of thi# 
department has been shown by the publication of the Econ. Dept. of IG 
in the years 1929-32 (four voluraes; Elementary coraparison between the 
United States of America, England, France, Italy, and Germany); in tbis 
Work Prof. Richard von Moellendorfl—the economic adviser of the Economic 
Dept. of IG, was largely participating and it can be considered in some 
way as a Standard work. 


(4) Other contacts with the Ahwehr-Ahteilung . . , 

(o) W. V. Flügge.—Flügge was on a retainer basis 
1931-32 (Wagemann Plan); be was a promoting man in tbe Balkan (soya 
bean culture in Rumania and Bulgaria and minerals). As “ 
was difficult to protect him in the Balkan and so Krüger 
him in 1939 to go to Turkey (export-fostenng); Flügge 

to the Economic Dept. which went consequently amongst others also to 
the Abwehr-Abt. which in this way became ii"con- 

reports. Flügge was in contact with von J^buf we coSd 

centraüon camp by tlie Gestapo; he was visited by Saxer, but we could 

Lersner was already since long years before 1933 on a 

retainer basis of* IG (this being arranged by the late President of IG 

Gehdmrat Xsch who was a good friend of Lersner). Lersner being also 
oeneirarat lioscn . . j _ to l,e protected and—I guess— 

a half-Jew went ^Iso o p p became an ambassador in this country. 

because his 'l“;' my illneaa in 1939. Leraner .ent 

This all was arr^ged ^ . l, %_more to do something for the moncy— 

monthly reports (Stimmungsb right-to Weizsäcker of the Foreign 

ÖÄ br"*:*ibÄ Z Econontio Dept. o. tbe Foteip. 

Office (?); IG sot a Organization, and during the war— 

(c) OecW ^ ^ command to the Abwehr, 

as a soldier (S ^ t:ol. Lieutenant of the “Abwehr- 

■One day he came t (name forgotten) wanted to speak to me on 

Abteilung’ ^even I did not know Portugal at all, I saw this man; 

account of ® ’ «out IG organization in Portugal, but as I knew 

he wanted to Verbindungsmann in Lisbon Ösenberg I only 

really nothing Berlin—the conversation had—as far as I remember— 

met once gomebody eise afterwards has been asked, I do not 

no result. ^ remember. I teil this all because in Versailles I have 

nXld on account of Mr. Ösenberg, but I couldn’t teil more. 
oeen asB.e was also an employee of my organization and later on 

ir Verbindungsmann in Bukarest. During the war he became a soldier 
^ d 1 o ßot a command to the Abwehrabteilung. But later on he partly was 
and als ^g ^ always at my disposilion if I was on business— 

^'^^^industriai—Committee—queslions in Bukarest. One day Kügler asked 
leave and as be was going to Turkey, he had to confess to me for 
tb*^ ^first time that he had an special order of the Abwehr concerning 
Turkey under parol, I won’t like to insist to ask him precise. 

This was the only time that Kügler missed his functions with me. 
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(e) Hungarian oßicer {captain ?).—Once—about 1942-43—at a mect- 
ing of the Mittleleuropäische Wirtschaftstag, Major Bloch came to me and 
asked me whether I could give a job in private business in Budapest that 
means in the IG Organization to an Hungarian embassy in Ankara and 
who was helpful to him; but now this men had to leave Ankara and it 
would be neither agreeable for him to stay in Berlin. On my next stay 
in Budapest, I asked Mr. Deyhle of the Budanil whether he could give 
this man a chance to settle down, but there was none; so I asked Prof. 
Surany-Unger of the Hungarian group of the Mitteleuropäische Wirt¬ 
schaftstag, but there was also no possibility. In the meantime I was informed 
that it was no more necessary because this man got some other job. Then 
I have never heard bf this matter; the name I can’t remember. 

C. & S. D. (Sicherheitsdienst) 

(1) Abwehr-Organisation of IG 

This was the same organization as for, the 0. K. W. There was a 
double organization in government and party, which were put together after 
the 20th of July 44, the O. K. W. coming under the command of the S. S. 

The Abwehrbeauftragte, who was appointed by the S. S. for my own 
organization was, as akeady mentioned, Dr. v. d. Heyde; he belonged in 
the same time to the dept. A (Hauptabwehrbeauftragter), v. d. Heyde himself 
was an S. S. man and member of the S. D.; the latter fact I never was 

ofHcially told, but I am sure, he was. I also am sure that v. d. Heyde was 

ordered to watch me, like some others, and to report on me; but about 
all these things, it was absolutely impossible to sep quite clear. 

(2) Reports of trips abroad and reports from abroad 

So far as I remember, the S. D. was the first, who asked reports to 
get from trips abroad, if exit permit was wanted as a condition sine qua non; 
later on practically all authorities concerned did it, if they thought it was 

worth while to ask for such reports. In my organization, v. d. Heyde and 

later on Rüdiger were the men, who got the order from the S. D. to look 
after these things, especially also to look after all other reports coming 
in from abroad (IG Verbindungsmänner, reports from me like Flügge and 
others) to be rendered to the S. D.; I passed the order to my associates 
resp. the different departments concerned. 

(3) Bayersales organization abroad 

I was told together with some other colleagues from Bütefisch in 
Summer 1944 (see 4), that on his recommendation the S. D. had made an 
attempt of cooperation with the IG abroad and—as Bütefisch regarded 
Bayer to have the best organized sales organization abroad—this attempt 
was made with Bayer. As Bütefisch told us, this whole question came up, 
when again in the S. S. circles—Bütefisch was a member of the S. S. and 
belonged to a circle of businessmen, which was called “Himmler-Kreis” 
and to whom belonged men like Flick, Rasche, Rostey, and others and 
whose manager was a man named Kranefuss—heavy attacks on IG were 
brought up, especially of non-cooperation with the S. S. and S. D. The 
result of this attempt with Bayer organ, was said to be a failure or at least 
not that, what the S. S. resp. S. D. expected. As I otherwise have never 
heard of this cooperation—also Mann has never said anything about it— 

I can’t say, how the cooperation was made. Only during the war all kind 
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of newspapers and other informations came in by the Bayer organizalion in 
Portugal as already mentioned and this might have been connected with 
the aforesaid. 

On the same occasion, wben Bütefiscli told us in Heidelberg—Schmitz, 
Schneider, Oster, and myself—the aforesaid matter concerning Bayer, he 
rendered the desire of Scliellenberg of the S. D. to Schmitz, to have ja 
general talk with bim. Schmitz tried to escape and—as it had been spoken 
of contacts abroad and general economics—he asked me, to take up contact 
with Schellenberg in Berlin (Schmitz always remaining in Heidelberg). 
I ordered my secretariat to ring up the office of Schellenberg (whom I 
never have met or talked to) and teil bim, that Schmilz had asked me 
on his behalf to talk to him (in order to find out, what he really wanted). 
I got no answer; as time past and next IG meetings were expected to 
take place in Heidelberg in short time, I wrole a sliort note to Schellenberg, 
repeating my instruction received by Schmitz; no answer again. Then the 
IG meeting took place and Bütefiscli very concerned, reported that the 
S. S. people resp. Schellenberg were furious about the whole. They wanted 
to see Schmitz and they did not want to see me at all (perhaps my 
economic department was considered to be interesting) and now they asked 
ultimatively, whether Schmitz was ready to see him or not. Schmitz did 
not want to be alone, when Schellenberg would come and wanted to have 
Bütefisch (for patent-queslions) Schneider (as Hauptabwehrbeauftragter) 
and me (for foreign economic questions) with him; but Bütefisch was 
already told, that Schellenberg wanted definitely to sce Schmitz alone, 
perhaps together with Bütefisch; later on there might be an conversation 
incliiding iis others. Bütefisch at the end was asked to teil Schellenberg, 
that Schmitz was not in the Position to come to Berlin and that he was 
willing to receive Schellenberg in Heidelberg. In the meantime came the 
20th of July 1944 and the S. D. was tied up in this matter, so the IG 
question never came up again and nothing was done. 

(5) Other contacts with the S. D, 

(a) In a new report: “My Position to the national socialism and to 
the international Cooperation,” who will be ready in two days, I will report 
in an article: “personnel difficulties by the parly and the S. S.” about con- 
tacls I had with the Gestapo resp. the S. D., in order to get exit permit 
for my wife, to visit her mother in Sweden, both being Swedish, resp. Swedish 
born. In this connection I asked also, when nolhing helped, my fornier 
associnte in the IG Neubacher to write to Kaltenbrunner, as I had no 
contact, in order to help me aftcr two years of refuse to get the per- 
mission for my wife, especially as my mother-in-law was seriously sick, 
qiiite alone and became 70 years old; but neverlheless: no result. I also, 
talked to Dr, Jury with whom I had to do occasionally on account of the 
Donau Chemie A. G., Vienna and he promised to write to Kaltenbrunner, 
also no result. In the meantime the German minister in Stockholm had 
on demand of my m^ther-in-law by Swedish friends—witliout myself knowing 
it— also written tö the S. D. by the way over the foreign office; again 
no result, Then I was advised, to sec Prof. Schmidt, whom I knew from 
Vienna, as he still was Gauwirtschaftsberater to Jury, and who now was 
in the department of Schellenberg. When I saw Schmidt, he told me that 
I had a very bad atmosphere in the S. D. and he could not make me any 
hope. When I left the house of the S. D. in which Prof. Schmidt had his 
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Office, Dr. Ruperti of the Allianz came to me—I knew Ruperti from the 
F.-Kreis (minislry of Propaganda in the years 1933-34)—and told me, that 
he knew about my difficulties and he was willing to try to help me. He 
carae to me and told me that the S. D. suspected rae in every respect on 
account of my engaging formet generals, half-Jewish having left official 
positions, because I was not willing to cooperate and so on. My “Abwehr- 
beauftragter” (Rüdiger (v. d. Heyde being at tbis time with the army) 
was too small caliber and they wanted to have a bigger man. Ncvertheless 
also Ruperti made a hopeless Impression (this was early in the beginning 
of 1945) and even if he promised to help me to get the exit permit for 
my wife and oür two daughters, I had no great hope more and nothing 
was done, neither in the private thing as in the other, as I let things go 
and two months later, all was over. 

(6) Max Vnz Ankara ,—When Unz, the formet IG-Verbindungsmann 
in Ankara was put—^after his return in Germany—in concentration camp 
at Oranienburg, my Organization wrote to v. Papen, who was also back 
in this time, whether he could help. Papen wrote that he regretted, he 
could do nothing but we should write to Staatssekretär Kallenbrunner. We 
did this, but no answer. 

(c) Prof. Gross, iPien .—As I have been asked on behalf of Professor 
Gross, the chief of the branch office of the economic dept. in Vienna, 
although I do not know at all wha't kind of contacts he had to the S. S. 
or S. D. and as it seems to me that his name has been connected in the 
questions put to me re the Abwehrstelle Ost in Breslau (of which I never 
heard before this name was mentioned in the questions put to me) I 
want to report all of bim, I know. Gross was in the same time professor 
of national economy on the Hochschule für Welthandel in Vienna and I 
arranged with the rector of this university-institution, that Gross should 
be free half the time in ihe IG for his work in his institution (I was inter- 
ested by economists like Reithinger, Fürst, Gross, and others to continue 
closely contacts with Science and universities). As Prof. Knoll, the rector 
of the aforesaid institution was member of the S. S. and possibly (?) of 
the S. D. there might have been the contact I have been asked, but T 
am not sure at all. 

(d) Prinz Rohan .—^There is as an other man, with whom IG people— 
especially Mr. and Mrs. von Schnitzler were connected already long years before 
1933—Prince Rohan who was retained by IG as an agricultural and Publicity 

.adviser. Rohan was connected with the “Europäische Revue” which was in the 
beginning financially and generaUy helped by IG. In my industrial Confer¬ 
ences in Budapest during the war, Rohan assisted me, as well as the Mitteleurop 
Wirtschaftstag, if difficulties came up in these negotiations and discussions, as 
he had an excellent position and first-class contacts in Hungaria, his wife being 
a daughter of the well-known late Count Appony. I know that Rohan had con¬ 
tact with Kaltenbrunner and that is why I report. Rohan sent reports to Kalten- 
brtinner, especially from westem countries like France, where he was more at 
the end of the war; from these reports he gave me as well as v. Schnitzler 
occasionally copies. This contact of Rohan with Kaltenbrunner had neither to 
do with the IG as well as with my field of industrial activity in Hungaria, but 
I know that Rohan had informed Kaltenbrunner that he was in an advisory 
capacity to IG and myself. 
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D. Assistance Asked hy Other Organizations of 
Government and Party 
/. Governmental Organizations 

(1) Foreign office 

(a) Economic department of the forcign office. —^This was the oldest con* 
lact of my Organization, especially of the economic dept. of my öwn organiza» 
tion. This contact was installed by the late economic adviser of IG, Professor 
Richard von Moellendorff, with whom I made my first trip to U. S. A. in Order 
to study, how to build up an economic department (1928) and by Professor 
Wagemann. Ritter was at this time chief of the economic dept. of the foreign 
office and he was very fond of thö Cooperation with our economic dept. so that 
he oflen preferred our elaborates and reports to those of the Statistische 
Reichsamt as being quicker at his disposition and more living. The conse* 
quence was, that he made the “green reports” of our economic dept. well 
known and by and by more organizations were asking for them. But at this 
time Reithinger used this fact to follow as far as possible a “do ut des” politic 
and IG received in this way a great many valuable informations. Naturally after 
1933 also this contact changed from year to year in another direction. 

(b) Staatssekretär Keppler. —This man asked me several times to send hira 
interesting reports during the war and from time to time he remembered me, 
because it was often forgotten by my Organization and myself, as Keppler was 
no important man (as I saw it, he had not much to do with current business 
questions). 

(2) Ministry of Propaganda 

(ö) Expert Committee on foreign affairs (1933-34) (F. Kreis ).—About this 
Cooperation I reported already in my report Paris, 5. V. 45 re. my biography and 
activity as well as I will report in my newireport “My Position to the N.S. and 
to the international Cooperation,” which will be ready, as I already mentioned, 
in two days. 

Here I only want to state, that this committee (called “F'Krei3”=“Wirt- 
schafts-Führer-Kreis”) was a fair attempt of leading business people to influence 
the min. of prop. to make a fair "publicity” fnstead of an unfair “propagandaP 
Something could be done, but in the long riin unfortunately nothing; the com¬ 
mittee shortly after the 30th June 34 ended by himself. 

(5) ^‘Vereinigung zwischenstaatlicher Verbände." —About this question I 
referred already complete in my report:,Paris, 8.5.45: The contacts of IG with 
Ivy Lee and with the “Propaganda” and the activity of the “Vereinigung Carl 
Schurz.” Long years before 1933 IG and her leading men were assisting all 
these international organizations both by active Cooperation as financially. The 
international position of IG and IG people in the World made it seif understand- 
ing, that we had to assist all these efforts of international cooperation and better 
understanding. This was also the reason, why I accepted the presidentship of 
the Vereinigung Carl Schurz for^what I never was asked by any party Organi¬ 
zation but only from people belonging to the circle of original creators of the 
Vereinigung Carl Schurz in the year 1928. My sincere wish and hope in ac- 
cepting the presidentship was to assist to my part to a better understanding 
between the American and the German people and to do this attempt on the 
basis of fair principles as the: “come and see” or by a fair Publicity, where 
we were following the lines of American advises. It was further on the line 
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of the V. C. Sch. to keep separate^ from the so-calied “Nazi Propaganda” and 
we could do a lot, even if always ihe N. S. äuthorities Iried to interfere. IG 
and I personally assisted in the conviction, that it was our duty, to prevent, 
that things riin to the worse. This was the opinion of that time, but nalurally 
today all looks in a different way. I haVe written about this problem also in 
my new above-mentioned report: “My Position to the national socialisrac and 
to the international Cooperation.” 

(c) “Werberat der Deutschen Wirtschaft” —This was also an Organization 
in a mere advisory capacity re. international exhibitions a. s. o.; IG was 
represented in this organization by v. Schnitzler, Mann, Uhl and others. 

(3) Ministry of economics and ministry of armament 

(а) Foreign department (“Lander-Abteilung”) of R. W. M. —This conlact— 
similar as the contact to the economic dept. of the foreign oflice—exisled also 
already long before 1933 when men like Posse, Sarnow, Waldeck, and later on 
Warmbold (Brüning’s minister of economics, who formerly uscd to be a mem- 
ber of Board of directors of IG). 

All reports from abroad—if interesting for the ministry—were given and 
naturally it was difflcult in any way, to stop things after 1933, which we had 
done voluntarily before 1933. Besides that the contact with the ministry of 
economics was still more important for the IG, as most of the wishes of IG 
concerning governmental äuthorities ended in the ministry of economics. Dür¬ 
ing the war the contact with the foreign dept. of the min. of economics was 
still closer by the cooperation in the industrial committee and the working 
Committee for foreign trade questions, in both of which I was cooperating per¬ 
sonally (see my report: “My position to the N. S. * * *”). 

(б) Working Committee for foreign trade questions of the federalions of 
industry and commerce (Arbeitskreis für Aussenwirtschaftsfragen der Reichs- 
gruppen Industrie und Handel). —About this committee, which I just men- 
tioned a few lines ago, I also reported in the Paris report of 5. V. 45: “My 
biography and activities,” In this committee I was asked to elaborate reports 
on the following raw materials in respect to the time after the war: Nitrogen, 
Chemical fibres, buna, and light metals (raagnesium). These elaborates were 
made by Reithinger and Fürst, resp. our economic dept., Reithinger being him- 
Bclf appointed as a member of the staff of this working committee. For the 
above-mentioned reports also Statistical material of the ministry of economics 
was given and used. 

(c) Imports of Molybdän and Wolfram and leather. —I mention this, bc- 
cause I have been asked, to teil all supports given IG to äuthorities and as these 
Imports were to the benefit not of IG only, they might be mentioned. The IG 
people or depts. concerned with this matter were: Meyer-Küster (Chemical 
dept.), central purchasing dept. (Klatt), and the dept. for foreign exchange/ 
Imports (Gierlichs, A. Müller). This was something concerning both the min. 
of economics and the min. of armament and was some Business like this 
handied by Krüger and Gierlichs: Imports of leather from Portugal against 
peas from Hungaria, a compensation Business, which—to my knowledge—never 
succeeded. 

(d) Imports of oil from Rumänin and reffination in Pressburg. —This Busi¬ 
ness was handied by Bütefisch, E. Fischer, Conzen, Willig (?) and with the 
Assislance of the following organizations, in 'wbipb IG participated indirectly: 
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Sardep, S. A. R., Bukarest, Stad, Bukarest, and Apollo-Mineralöl-Raffinerie, 
Pressburg. ' 

(e) Petsamo-Nickel. —This business was done by a consortium, in which 
Metallgesellschaft, Krupp, and IG took a share, The men of IG who had to do 
wilh this business—to furnish the German armament wilh Nickelmatte—were 
Haefliger, Brendel, Fahle, Schubarth (?) and other people in Finnland and 
Oppau (Müller-Cunrady the resp. techn. member of board). On the Finnish 
side was a Baron Wrede. 

(4) Other ministries or governmental institutions 

(a) Ministry of aviations Nonvay—lightmetaL —The whole program was 
ordered by Göring and started by bis man Koppenberg, who gave definite in- 
slructions to Krauch and Schmitz. IG was already since long years, as well as 
Norsk-Hydro A. S., Oslo, with which firm IG was friendly connected since 
1907/resp. 1927, planning to erect a magnesium factory in Norway. But now 
this old and solid plan was mixed up with the fantastic plan of Koppenberg 
and it was very hard to bring our own matters along in a reasonable way and 
in the same time respecting the interests of Norsk-Hydro and the old friendly 
relation, which at least we succeeded. But the whole program was a failure as 
many. (See report: ‘'My position to N. S. * * *).” 

(fc) Reichskommissar Norway: Chemical industry. —^Von der Bey of IG 
Bitterfeld was appointed by the govemment to this Job. He had to look after 
the necessities of ehern, business in Norway and as far as I know, he succeeded 
in doing this job objectively and getting the confidence of the Norwegian people 
concerned. 

(c) Militärbefehlshaher Frankreich: Chemical industry, —The IG Verbin¬ 
dungsmann in France, Krauch, was in a closed contact to Min. Dir. Michel, the 
chief of the economic dept. of the Militärbefehlshaber in resp. to Chemical 
industry, but I have no precise knowledge of the position he had. 

(d) Militärbefehlshaber Italien: Chemical industry. —Ter Meer of the board 
of IG was appointed by the govemment to this post, but I have no particular 
knowledge, what he had to do, resp. he did. 

11. Auslandsorganisation der N. S. D. A. P. (A. O.) 

(1) IG contacts with A. 0. in Germany 

I have reported about this matter'already in my report; Paris, 8.5.45: “The 
relations of IG to Ivy Lee and to the “Propaganda” and the activity of the 
Vereinigung Carl Schurz” in chapter II.3. On account of the many and per¬ 
manent difficulties of IG with the A, O., on desire of the A. 0. a member of 
board of IG, Waibel, was nominated to deal all matters with A. 0, Waibel 
kept contact with me, resp. my organizalion; especially Krüger and Gierlichs 
had to deal very often with the A. O,, but also Terhaar, Müller, and others; half 
of all questions concerned Jewish employees, resp. agents. 

So far reports are concerned, the A. 0. as well as the S. D. asked for these, 
especially in connection with trips abroad and the System: “no exit permit if 
no report” was later on a general, naturally depending from the person who was 
travelling and on what matter. 

(2) IG orgdnizations abroad 

As to the responsibility of these organizations, I referred to the beginning 
of this report: “A. General remarks: II. Administration of the sales organiza¬ 
tions of IG abroad.” 
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Owing to the fact, that IG business in all countries of the world was always 
in comparison with other Gerinan exports—at one of the first, if not at the first 
place, the German IG representatives or agents were always—already long 
years hefore 1933—playing a leading role in the German colonies, schools, and 
other kinds of clubs or organizations. After 1933 there were always troubles 
with the A. 0. organizations in the varions countries and not only on Jew ques- 
tions, but also of non- or not suificient Cooperation, not granting sufficlent 
financial help, not assisting at party meetlngs or “Deutsche Tag” or “l.Mai” 
or something like that, or not showing the “swastica” on occasions whatever 
or the employees not contributing suificient to the Winterhilfswerk—altogether 
^ endless complaints. This was the reason that the A. O. specifically demanded, 
if leading men of IG went abroad, to visit the Landesgruppen and Ortsgruppen¬ 
leiter. In this way I visited these people in my various trips abroad and trying 
to come along with them or to report at home to my colleagues responsible for 
the organizations concemed. 


As to the leading men of IG sales organizations abroad, who kept leading 
posts as members of the “Auslandsorganisation der NSDAP” or as presidents 
of^ German clubs or as presidents of German chambers of commerce or some- 
thing^ similar, I will bring, as to the best of my knowledge, these names, not 
knowing always how dose they were connected with the party: 

(а) Members of the A. O.: 

Empting (dyes): Landesgruppenleiter Jugoslavien. 

Huber (nitrogen): Wirtschaftsberater of A. 0, in Spain or something 
like that. I have no specific knowledge.’ 

de Margerie (Bayer): Landesgruppenleiter Venezuela. 

Peter (dyes); Ortsgruppenleiter Sofia. 

Pilling (Agfa): Partei, Richter, Norwegen. 

Urchs (Bayer): Landesgruppenleiter Brit. India (but as far as I know, 
was dismissed years ago on account of party-troubles). 

(б) Presidents of German clubs etc,: 


H.'M. Fischer (dyes); President of German club Mexico-City (?). 

C. Gadow (dyes); President of German club, Shanghai (?). 

Kluthe (dyes); President of German club, Milan (?). 

About these three functions I am not sure. 

V. Humboldt (N. W. 7): Assistant to Mr. H. M. Fischer, Mexico City; 

kept contact to the Humboldt society, later on stepped out of IG. 

(c) Presidents of German chambers of commerce etc.: 


Birk (dyes) ; President of German chamber of com., Madrid. 

H. Bosch (nitrogen) : President of German chamber of com., Tokyo.^ 

Deyhle (dyes); President of German chamber of com., Budapest. 

Kaelble (Bayer) ; President of German chamber of com,, Rio. 

Unz (dyes): Economic adviser to the German embassy, Ankara. 

Zeber (Bayer); President of German chamber of com., Milan, 

(d) (Dther contacts: Sometimes A. O. people abroad approached us to give 
a Job, to jobless Germans, they wanled to have settled down. I remember one 
case, where I was asked personally to give to a German press man a (small) 
retainer in Kopenhagen and he would give our local agencies press-informations 
or make reports on specific matters; but I have no particular remembrance or 
knowledge of this man. (Signed) : Max Ilcneii. 

Frankfürt/M.. June 18th 1945. 


* Later on dismissed on account of government troubles. 
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Exhibit No. 3—Chapter VI of Kilgore Coramittee Report 

Neuordnungy (New Order) General 
Strictly Confidential 

General Part 

The premises for a basic study of both the planning tasks of Greater Ger* 
many’s Chemical industry in the major European sphere and the incorporation 
of such a sphere into the world economy, is fumished by the realization that, 
in prewar years, the German Chemical industry ranked readily first with respect 
to both the volume of absolute quantities and values of production and its 
Position in the Chemical foreign trade of the vorld, and that, by reason of the 
prewar development trends, coupled with its productive capacity, and scientific 
attainments, it was ready not only to maintain its outstanding position but 
also to improve it. The end of the World War with all its economic consequences 
suddenly interrupted this clear-cut development. Territorial changes, the 
industrialization of countries which were formerly customers of Germany, 
and measures which were intentionally taken by the enemy countries against 
the German chemical industry, entailed shiftings of unusually great scopc to 
the detriment of Germany. 

The effects of said shiftings could be fully illustrated only if reliable and 
comparable data according to quantities and values for the prewar and postwar 
years were available on world production in the typical fields of production 
of inorganic and organic chemistry. Only on the strength of such production 
figures would it be possible to show to what extent the German chemical in* 
dustry has lost ground as a result of the World War, and to what degree the 
adoption of domestic production in nuraerous countries has affected or prc* 
vented German exports. If, in the absence of such production slatistics, attempts 
were made to illustrate the scope of diese shiftings on the strength of figures 
of foreign trade statistics, a study based thereon would involve basic deficiencies, 
because as a result of the statistically not illustrated domestic production, 
the volume, of world foreign trade in Chemicals dropped necessarily from year 
to year as compared to prewar figures. In this connection, comparability is still 
further impaired by the fact that, on the other hand, an increasing mimber of 
new fields and products with their respective export values appear among ex- 

port figures. , j r • 

Nevertheless, ,a few considerations are given hereinafter, based on foreign 

commerce statistics: 

Germany’s export of Chemicals in the last prewar year, i.e., 1913, amounted 
to 910,WO,000 goldraarks.’' On the other hand, for the year 1924, i.e. so to say 
the first normal year after peace was concluded, German exports of Chemicals 
are shown amounting to 610,000,000 reichsmarks. Even though the considerable 
decrease in German chemical exports would be clearly revealed by a merely 
superficial comparison of these two figures (which show a decrease of Germany’s 
participation in world foreign' trade in Chemicals (amounting to 2,730,000,000 
goldmarks“) from approximately 1/3 in 1913 to approximately 1/5 in 1924 (world 
foreign trade in Chemicals—3,150,000,000 goldmarks*), while, at the same time, 

^ Cf. Manuscript of the Association for the Safeguarding of the Interests 
of Germany’s Chemical Industry: “Survey of the Sphere of Activities es 
of the End of 1928,” by Dr. Claus Ungewitter, page 219. 

* Values computed on the basis of official statistics of the individual 
countries and convertcd into gold morks, excluding Chile. 

I 
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American, French, Italian and Japanese sliarcs [in said world trade] showed an 
increase), attention should he calied to the faot that the real extent of the 
decrease of German exports of ehemicals, as illustratcd merely by the figures, 
does not in any way correspond lo actual condilions. These figures do not 
show the loss resulting from the fact that—as already emphasized at the out- 
set—major inarkets such as England, United States [and], Japan, which 
appeared as importing eoiintries before the World War, have, to a large extent, 
becomc capable of supplying their home markets domcstically, Thus, if the 
German share, as it appears for the initial postwar period, is to be eonsidered 
loo favorable because the total volume of foreign trade by which it is measured 
is relatively smaller than prior lo the World War, this German share seems, 
on the other hand, to be too high also because actual German exports of the 
first few postwar years already incliide products which before the World War 
were of no or only of secondary importance in the German export values, Both 
factors made themselves increasingly feit in subsequent years. If, therefore, 
the figures for the years following 1924 show a certain renewed increase in 
Germany’s participation in world foreign trade in Chemicals—although the 
German share would never haye been in a position to revert to ihe nominal 
prewar level—this development only seems to indicate a partial recovery of 
lost German positions. The actual development is much ratlier characterized 
by the fact that, despite all the measures which, in thosc years, were still 
dirccted against Germany, the German chemical industry succeeded to a certain 
extent in finding certain compensation for temporarily irreparable losses by 
effectively coordinating rcsearch and production', business initiative and 
politico-economic measures, as well as by improving old assortments, creating 
specialties and completely novel products, and by awakening new consumers’ 
requirements. 

For ihese reasons, the German share in the world’s foreign trade in 
Chemicals for 1938, which amounted to approximately one-fourth, appears 
favorable only at first glancc, since it includes the German share in exports 
of such Chemical products as, for instancc nitrogenous fertilizers, which, 
showing approximately 53,000,000 Mk. as compared to approximately 36,- 
000,000 Mk. for 1913, held, prior to the World War, a much smaller share 
in the chemical foreign trade on the basis of technical production and con- 
aumption. This structural change in the chemical foreign trade, and the 
greater difficulty resulting therefrom in regard to comparability of foreign 
trade figures, become even more evident when bearing in mind that Ger¬ 
many’s total share of approximately one-fourth is partly to be ascribed to 
the fact that in the German exports for 1938, e. g., the item “pharma- 
ceutical products” shows approximately 127,000,000 as compared to approxi¬ 
mately 70,000,000 for 1913, and that the item “photo-chemical products” 
shows approximately 32,000,000 as compared to approximately 19,000,000 for 
1913. In both of the latter fields the build-up amounts less to a recovery 
of the positions lost as a result of the World War, than to a typical dem- 
onstration of the fact that new fields of consumption have been created 
in whose development, guidance, and satisfaction the German chemical 
industry has played a prominent' role. 

If, on the other hand, we limit ourselves to considering the development 
of the German export share in the principal major spheres of the inorganic 
and organic chemical industry, which are comparable with prewar times, it 
becomes obvious that the loss sustained as a result of the last war has 
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been a permanent one. This is clcarly shown in the decrease of export valucs 
for “inorganic Chemicals and wood carbonization products” from approxi- 
mately 186,000,000 for 1913 to approximately 153,000,000 for 1938. The most 
marked and the heaviest loss which has been sustained by Germany lies, 
however, in the field of dyes and intermediate products. 

Until the outbreak of the World, War, organic aniline dyes were pro- 
duced almost exclusively in Germany, qiiantitatively 82% of the total world 
prodiiction. Germany’s actual position in the world’s dyestuff production is, 
however, not fully expressed by the share of 82%, because the German dye- 
stufl factories were forced by France, England, and Russin, through cor- 
rcsponding patent and customs legislation, to conduct part of their production 
in those countries. This was accomplished through the establishment of 
branch factories the production of which amounted, for 1913, to approxi* 
mately 6% of world production. Germany’s share in the world’s dyestuff 
biisiness amounted thus to almost 90%. 

The dyestuff industry of Switzerland, which is practically as old as the 
German dyestuff industry, produced only 6% of world production. 

Smaller well-established dyestuff plants existed prior to the World 
War, only in France, England, and the United States. Minor production 
activities which, in addition thereto, were in progress in a few countries, were 
practically of no importance, 

The internal structure of dyestuff production which existed outside of 
Germany prior to the World War, was almost exclusively dependent on 
Germany’s supplying the basic and organic intermediate products requircd 
therefor. 


The world picture for 1913 appears as foUows: 
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In the field of organic intermediale products 
aniline dyes, Germany exported in 1913: 

ETo:] 

for the 

Tons 

1,087 

421 

production of 

In thou- 
sands of 
Mka. 
1,151 

England ... . 

721 

Switzerland . _ __ ,.... 

4,191 

3,420 

746 

4,298 

TT R A .. .. 

3,130 

Pnlnnd/Riisqifl ..-. 

962 


9,865 

10,262 


The large consumer countries were offered a welcome opportunity by 
the World War to proceed against Germany’s leading position. In this 
Connection, England alleged as a reason therefor that the foundalion of 
cvery Chemical war industry could be found in the organic dyestufi produc- 
tion. Thus, “national” dyestuff Industries sprang into existence in a series 
of countries. From the start, these efforts received governmental support 
through the furnishing of funds at the time of foundation, or through current 
subsidies. Upon conclusion of the World War, considerable protection was 
provided through Import prohibitions and prohibitive import duties. This 
protection became even more effective as a result of the anti-German atti- 
tude of the Consumers which was constantly encouraged. 

This new “national” production in the field of dyestuffs, and the measures 
which were taken to build up and maintain the same, and whicli were partly 
anchored in the provisions of the Versailles Peace Treaty, led to the alteration 
of Germany’s share in the supplying of world requirements of dyestuffs and in 
the world foreign trade in dyestuffs, as illustrated, in detail, in Appendices 1 
and II. , 

It is thus shown that, as a result of the development of “national” dye¬ 
stuffs Industries in many parts of the world, German commerce supplied in 
1938, only about 27% (quantitatively) and approximately 40% (according to 
value) of the world requirements which amounted to approximately 700,- 
000,000 Mk., as compared to approximately 90% for 1913, and that the 
German exports of 218,000,000 Mk. (=90% of world exports) for 1913 
dropped to 126,000,000 Mk. (—55% of world exports). On the other hand, 
based on her prewar share of approximately 90%, Germany might, theoreti- 
cally speaking, have had a share of approximately 495,000,000 Mk. in the 
foreign consumplion which, for 1938, amounted to approximately 550,000,000 
Mk. 

Exports in intermediate products for the production of aniline dyes dropped 
from approximately 10,000,000 Mk. to approximately 4,000,000 Mk. 

The various countries, no doubt, even without the World War, would evcn- 
tually have proceeded with the production of dyestuffs. Today’s extent of non- 
Gcrman production, however, is distinctly the result of the political and 
politico-economic forces which have been directed against Germany for the 
last 20 years. The effect of this development goes beyond the field of dyes, 
bccause dye chemistry furnished the basis for additional production in the 
field of organic chemistry such as, particularly, in the fields of auxiliary 
Products for dyeing purposes and auxiliary textile products, pharmaceutical 
products, vulcanization accelerators, solvents, varnishes, synthetic products, and 
tie like. 
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The foregoing considerations regarding prewar and postwar situations may, 
insofar as tHeir ultimate effect is concerned, be summarized by stating that, as 
a result of the World War, the leading position of Germany’s Chemical industry 
in World production and world foreign trade has, in the pertinent fields of 
large-scale production, resulted in a condition which is characterized by the 
obstinate defense of the keenly contested markets, against the growing compe- 
tition of new foreign producers of Chemicals who, due to direct or indirect 
governmental aid, enjoy a more favorable position. The direct damage caused 
to Gerraany’s Chemical industry as a result of the World War, is unproportion- 
ately greater than the direct losses of material and other assets of IG alone, 
which, e. g. in the case of seized German Claims and Stocks, sequestrated 
branch factories, etc., can be expressed by figures. 

It will no doubt be impossible to resume where we left off at the outbreak 
of the World War. Neither can we reduce to its original state, the economic 
development which in the last twenty years has taken place in the various 
countries or areas to the detriment of Germany. It will be necessary, therefore, 
to a certain extent, to accept the deterioration of the German position in 
comparison with 1914 as being irreparable. It will, however, appear all the 
more justifiable in planning a major European spherical economy, again to 
reserve a leading position' for German Chemical industry commensurate with 
its technical, economic, and scientific rank. The decisive factor, however, in 
all planning relative to this European sphere will be the necessity of securing 
determined and effectjve leadership in the discussions which must necessarily 
be conducted with the other major spherical economies outside of Europe, 
the contours of which are already distinctly drawn at this time. 

In Order to guarantee that the Chemical industry of Greater Germany and 
the European Continent can assert ilself in such discussions, it is urgently 
required clearly tp appreciate the forces which, in the world market, will be 
of decisive importance after the war.^ Their importance is briefly sketched 
hereinafter: 


1. The Principal weight of the discussions bearing on a new arrangement 
of the world market will resl on the relationship with the North American 
concems. Forced away from European business for reasons which were effec- 
tive already prior to the war and which will become increasingly effective 
after the war, the Americans will do everything within their power to main- 
tain and promote the development of their exports of Chemicals, which, during 
the war, they were able to send to countries other than European. In this 
Connection, appears in the foreground the Latin-American market, the impor¬ 
tance of which must be measured not only by the economic volume of prewar 
sales, but also from the standpoint of economic development possibilities and 
trends which that pari of the American Continent offers in the future. Efforts 
made by the Americans in the prewar period to increase their sales in the 

^The important question bearing on the trend of England’s Chemical 
industry in relation to the Chemical industry of the European Continent, and 
the equally significant question of the future of Switzerland’s chemical industry 
within the major Continental sphere, will be discussed within the framework 
of country studies, as soon as political conditions allow of a more concrete 
exposition. 


i 
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Latin-American markets were largely hampered by difficulties arising from 
commercial policies, inasmuch as ihe United States was not in a Position to 
liquidate the credits, accruing lo her from exports to tliese countries, by 
siifficient purchases from the latler, and inasmuch as said countries, on the 
other hand, did not have at their disposal sufficient amounts of free foreign 
exchange to overcome ifie barrier Standing betwcen the balancc of payments 
and the balance of trade. It must be expected, however, that, as a result 
of war developraents, there will be a change in the relationsliips between ihe 
United States of America and the principal countries of the Latin-American 
Continent and that said change may readily facilitate the position of the 
American competilors. This applies not only to the field of Chemicals. The 
strenglhening of Pan-Americanism will coincide with the effecls of the fact 
that England will now completely lose her role as financier of the Latin- 
American countries, which was affected quite adversely already after the last 
war, and that the United States of America will take her place. As a result 
of increased influx of American Capital, Latin-America not only can, but 
probably will have to buy more in the United States. It will, therefore, depend 
on the degree of Order or disorder of the European economic sphere and 
on the Creation of a determined commercial policy, in how far and at what 
pace Europe, and more particularly Germany, will be able to rebnild, main- 
train, and develop its position as a regulär “trade partner” in the Latin- 
American Continent. To a certain extent, the Statements made with respcct to 
Latin-America might also apply to Canada. 

The field, second in importance in the discussions with the United States, 
will be the countries of the Far East including what is today known as 
British India and the Dutch [East] Indies. 

2. The discussions with the Americans with respect to the Far East will 
largely center around the fact that, concerning the same sphere, it must be 
decided in how far the European position can, in respect of Japan, be main- 
tained in the Far East. The weakening of Japanese forces as a result of the 
Chinese conflict which is still in progrcss today, may offer Irade-political and 
other opportunities for slowing up or lemporarily dcferring the crystallization 
of the economic hegemony which Japan has strivcn after within the sphere 
of the countries bordering on the Pacific Occan. In the long rim, however, 
it must be expected that heavier pressure upon the European economic inter- 
esta in the Far East will be brought to bear by Japan—possibly also in Con¬ 
nection with the eflects of a new era of indiistrialization in China—rather than 
i)y the U. S. A, Probably it is not wrong, therefore, to recognize the future 
trend of East Asiatic trade policy in the difliculties which are today already 
being encountered, for example, in connection with imports inlo Manchukuo, 
Japan, and Northern China, 

3. It is impossible thus far to take a clear-cut stand with respect to the 
problem of Italy’s Chemical indiistry, since the possibilities of constituting a 
rnajor Italian sphere cannot as yet be envisaged in detail. On account of the 
particular difficulties, however, which no doubt will arise in connection with 
a major Italian sphere and in view of the expansionist efTorts of Italy in 
Southeast Europe and Latin-America, which can already be feit at this time, 
it is necessary to emphasize already at present that it will hardly be possiblc, 
considering the general relationship between Germany and Italy, which may 
be expected for the period following the conclusion of the war, to nego- 
tiate with Italy on the basis of the Status quo of times prior to the outbreak 
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ot -war, unless, instead of seeking increased exports, it is primarily desired 
to secure a greater share in the siipplying of the domestic market. 

4. A similar special cxposition is likewise being taken into consideration 
for Russia, which, in this connection shoiild be mentioned as a factor ’which, 
if the political conditions remain as tbey are, is capable of influencing and dis- 
lurbing the discussions between the European chemical industry and ihc 
remainiiig major sphercs. 

In evaliiating the power relationships described under 1 to 4 and their 
bearing on the plans to be made, one point which generally affects the 
economic spheres outside of Europe may not be disregarded. The present war 
has again starled a wave of industrialization in coimtries outside of Europe. 
This development not only has a bearing on chemical production directly in 
the form of new or expanding chemical production centeis in countries outside 
of Europe which will aflect German and/or European chemical exports, but 
will, in addition, make itself feit through industries which, with a reasonable 
period of time, will still spring into existence in those areas which will 
manufacture such finished products as have until now been imported from 
Europe, and which will have ample need of Chemicals for such manufacture. ^ 
The requirements for Chemicals which for these purposes are increasing in 
countries outside of Europe, however, cannot be taken advantage of fully, 
or at least not at the same prices, because they will be subject to greater 
competition, particularly by the Americans and Japanese or even by new 
national producers of Chemicals. 

The extent and effects of this industrialization wave are being heightened 
by- the fact that European flight Capital in such non-European markets, par* 
ticularly in South America, is seeking investment opportunities, and that such 
Investments are partly supported by [patented] processes as well as by per* 
sonal and material experiences which have been taken along. 

The above outlines are indicative of the extent and importance of the 
shifting which, as a result of the World War, took place to the detriment of 
Germany’s chemical industry. In addition to the review of past events, there 
is an illustration of the forces which after the war will have to be faced in 
serious discussions not only by Germany’s chemical industry, but, in the final 
analysis, by the chemical industry of the European Continent. Both review 
and Outlook show that it is necessary to direct all planning toward a successful 
conclusion of these discussions, and that diverging interests in European 
industrial countries which can be influenced politico-economically by Greater 
Germany, must, to this end, be subordinated to said objective. 

This trend of thought is the guiding principle and decisive factor on 
which we are basing our expositions and suggestions with respect to the 
individual countries. 


* (Translator’s note: This sentence appears to be incomplete in the German 
text.) 
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[APPENDIX TO REPORT OF KILGORE COMMITTEE] 

Compilation' of direct damagessustained by IG in the form-of its legal 
predecessors as a resalt of the armistice conditions of November 11, 
1918, the provisions of the Peace Treaty of Versailles and the conflict 
of the Ruhr 

[In thousands of Reichsmarks] 

France Bel- England Russin Various Total 



gium 

and Do- 


countries 



' 

rainions 


not spec- 






ified 


(1) Branch factories and 






sales agencies____ 23,674 

1,466 

16,580 

28,711 

3,697 

»74,128 

(2) Securities ___ 5,955 


3,076 



»9,031 

(3) Stocks, Claims, notes... Ij245 

(4) Outstanding Claims 

539 

11,493 

3,610 

4,908 

»21,795 

against customers in 
enemy countries which 
were reported to the 

Reich Compensation 






Office (Reichsaus¬ 
gleichamt) _ 1,876 

507 

6,742 

18,833 


27,958 

*** 32|750 

2,512 

37,891 

51,154 

8,605 

132,912 


(5) Löss of exchange and interest on reparation—and other dyestuffs 
as per letter sent from Frankfurt/M to the Delegates of the Ger¬ 
man Accounting Office to the Reichkomissariat for reparation 
deliveries, Berlin, under date of September 2l8t, 1926_ 70,000 



^ Documents and vouch^s of: 

(1) Badische Anilin- & Soda-Fabrik, Ludwigshafen .—Schlussentschädi¬ 
gungsbescheid (final inderanification notice) v. 17.4.1934, Akt IV D, 
Vergeh 4349 und v. 4.1.35 Akt E 2, VAEa 65 263 IV des Landesfinanzamts 
Berlin als Abwicklungsstelle de Restverwallung für Reichsaufgaben, 

(2) Farbenfabriken vorm, Friedr. Bayer & Co., Leverkusen. —Schlussent¬ 
schädigungsbescheid (final inderanification notice) d. Reichsentschädi 
gungsamts Berlin f, Kreigsschäden v. 30.11.1929 Akt IV D, Vergl. 4302, 
Abt. III D und V. 9,9.1929 Abt. C I Gruppe für Wertpapiere. 

(3) Farbwerke vorm. Meister Lucius & Brüning, Höchst a. M. —Schlus¬ 
sentschädigungsbescheid (final inderanification notice) v. 29.9.1932 Akt 
IV D, Verl. 4038 der Restverwaltung f. Reichsaufgaben, Berlin. 

(4) Leopold Cassella & Co. GmbH, Frankfurt a. M. —Schlussentschädi¬ 
gungsbescheid (final inderanification notice) v. 10.1.1933 IV B. Vergl. 
10633 und v. 25.3.1931, E, III/IV B 10633 des Reichsentschädigungsamtes 
für Kreigsschäden, Berlin. 

(5) Aktiengesellschaft für Anilinfabrikation, Berlin. —Schlussentschädi¬ 
gungsbescheid (final inderanification notice) v. 24.9,1930 Akt. IV D, Vergl. 
16186 d. Reichsentschädigungsamts f. Kreigsschäden, Berlin. 

(6) Chemische Fabrik Griescheim-Elektron, Frankfurt a. M.—Schlus¬ 
sentschädigungsbescheid (final inderanification notice) v. 14.10.1931 Akt 
IV D, VergL 4645 der Restverwaltung für Reschsaufgaben. 
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(7) Chemische Fabriken vorm. Weiler-ter Meer, Uerdingen. —Schlus¬ 
sentschädigungsbescheid (final indemnification notice) v. 17.7.1930 Abt. 
E, Akt. IV D Vergl. 9349 d. Reichsentschädigungsarats f. Kriegsschädenf 
Berlin. 

(8) Kalle & Co., RictricÄ.—Schlussentschädigungsbescheid (final in' 
demnification notice) v. 20.6.1929 Akt IV D, Vergl. 9330 d. Reichsent¬ 
schädigungsamts f. Kreigesschäden, Berlin. 

(9) Wülfing, Dahl & Co., Barmen .—Schlussentschädigungsbescheid 
(final indemnification notice) v. 5.9.1929 Akt II 6A (S) 803 Dad. d. 
Reischsentschädigungsamts f. Kreigsschäden, Berlin. 

^In [foreign] enemy countries. 

* (10) Schadensanmeldung für “Aussenstände” beim Reichsausgleichsamt, 
Berlin, laut unseren Büchern. (Damage claim for “unpaid balances” sub- 
mitted to the Compensation Office in Berlin in accordance -with our books.) 
The damages acknowledged by the appropriate official agencies therefore 
amount to a total of approximately Mk. 133,000,000 to which must be added 
the 70,000,000 Mk. reported as losses of exchange and interest on reparation 
and other deliveries of dyestuffs. The approximate amount of Mk, 203,000,000, 
however, comprises only part of the direct damages sustained by German 
national economy, because there are a series of major damage items which, 
at that time, vrere not reported to either the Reich Indemnification Office or 
the Reich Compensation Office, In this Connection, especially the foUowing 
items are involved; 

(ö) Löss in export values as a result of the computation prescribed by 
the Versailles Treaty for reparation deliveries at the lowest world market 
price instead of the normal export price. 

ib) Damages resulting from months of paralyzation of the plants in 
Western Germany during the time of occupation and the Ruhr action. 

(c) Sanction damages during the conflict of the Ruhr due to collection 
of duties between the occupied and unoccupied zones. 

(d) Confiscation and expropriation of patents and trademarks, through 
the enforcement of low rates of compensation for corapulsory and other 
licenses, and through depreciation of the agreed eguivalent as a result of 
currency depreciation. 

The effects which the damages, referred to under items (c) to (d) have 
had on German economy^ can, of course, not be measured accurately. Their 
extent, however, exceeds several times the amount on which compensation 
for damages was based at that time. Thus, for example, an amount of Mk. 
126,000,000 accrues from item (a) alone. 
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Exhibit ^o. 13 Chapter I ot Kilgore Committee Report 
IQ production, 1943, compared with total German production 

IG production Percentage Total 
1943 in- of total German 
(boundaries as of 1937) cluding German produc- 

participa- produc- tion, esti- 
tion 50 per- tion mated 

' Cent and more 


Product 


1. Nitrogen 

2. Sulfuric acid - --— . .. ' - 

3. Chlorine ------ 

4. Caustic soda and potash - 

5. Calcium Carbide - 

. 6. Aluminum .------— 

7. Magnesium .—----- 

8. Nickel —------- 

9. Carbonyl iron powder ----— 

10, Compressed gases ...— 


11. Rare gases 




12. Organic Intermediates 

13. Solvents (the 6 largest products) - 

14. M!ethanol ...... 

15. Buna, including total 

■ production of Hüls ... 

16. Plastics ......... 

17. Plasticizers ------- 

18. Synthetic resins ...—--- 

19. Synthetic tannings --- 

20. Dyestuffs ..... 

21. Dyeing and printing auxiliaries - 

22. Detergent raw materials -- 

23. IG waxes 

24. Pharmaceuticals - 

25. Sera - 

26. Insecticides and fungicides - 


27. Natural gasoline ... 

28. Benzine —-...— -—.. 

29. Synthetic gasoline 


27-29 


Out of this production: 

30. High-octane gasoline —. 

31. Lubricating oil (synth.) — 

32. Explosives and gun powder 

32a. Explosives ..... 

32b. Gun powder ... 






••••■•MM*««**»* 


600 

In 1,000 tons 

75 

800 

707 

35 

2,000 

290 

46 

620 

345 

33 

1,026 

830 

61 

1,370 

24 

8 

300 

27.4 

88 

30.9 

2,000 

In tons 

95 

2,100 

2,100 

100 

2,100 

In million cubfc meters 



45 45 100 
In 1,000 cubic meters 


27.5 

55 

50 


In Ions 


1,489,000 

90 

1,650,000 

88,200 

75 

117,200 

251,000 

100 

251,000 

118,600 

100 

118,600 

57,100 

90 

63,900 

27,900 

92 

30,400 

29,900 

53 

55,900 

30,100 

94 

32,000 

31,670 

98 

32,520 

26,350 

54 

49,000 

79,300 

100 

79,300 

3,980 

3,980 

100 

4,430 

55 

100 

8,000 



24,600 

55 

45,000 


In 1,000 tons 

700 

400 

2,600 



850 

33 

850 

23 

3,700 

650 

46 

1,400 

60 

100 

60 

221 

84 

263 

210 

70 

300 
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33. Poisonous gases .. 


95 

24 

28 

100 

34. Artificial silk 

35. Spun ravon fl938’l _ 

36. Cellonhane 

17 

53 

37. Photographics: 

(a) Movie film _. 


60-70 

(6) X-ray film ..„__ 


50-60 

fe) Film for amateur cameras 


75-80 

(d) Color film ' . . 


80-85 

(c) Photographie plates __ 


50-60 

' (/) Photographie papers . . 


50 

Kg) Cameras .. 


5-10 

Frankfort a. M., August 13, 2945. 

No. 32, improved by new figures, August 19, 

1945. 
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189 


Lxiiibit No. 14 Chapter I of Kilgore Committee Report 
Production 1937 and Dependency of Othcr German Industries 
on IG Farbenindustrie 

Enclosed please find a summary of IG productions for 1937 which is 
up in a similar way aa the list of August 13, 1945. Compared vrith that ns 

Percentage of IG 


tnajor cliangea appear with the following items; 


No. 5, Calcium Carbide 

No. 11. Rare gasea __ 

No. 22. Detergent raw materiala_ 

No, 26 Insecticides and fungicides 
No, 29. Synthetic gasoline 



I»»***«***» «•»•••*••***• 


1943 

61 

55 

100 

55 

33 

46 

100 


1937 

52 

33 

40 

50 


No. 30. High-octane gasoline- 

No. 31. Synthetic lubricating oil . . .. luu 

The productions of detergent raw materials, high-octane gasoline, and 
synthetic lubricating oil did not exist in 1937. . 

As regarda the additional dependencies of other German industries on 
ßhown in the Statement of August 31, 1945, the following is to be said: 

No, 24, Pharmaceuticcds. —The dependency of other pharmaceutical pro 
on Intermediate supplies of IG was in 1937 somewhat less than in 
they could to a certain extent procure Intermediates abroad. The dec n 
total dependency from 60 to 55 per cent is mainly due to the fact tM 
Production of new chemo-therapeutics such as sulfa drugs was not ye 
developed. 

No, 26, Insecticides and fungicides, —In 1937 copper and other metal sa ts 
were sufficiently available so that a number of independent producers 
the market; owing to lack of suitable raw materials their ‘^tistomers w 
partly supplied with IG*s substitute materials during wartime. 
mediate supplies of IG to other firms, IG’s share was 45-50 per cent in * 
No, 42. Paint and varnish industry. —Owing to the fact that in 1937 a n 
her of natural products such as drying oils, natural resins, turpentine ou w 
available to the paint and varnish industry, the dependency on IG was far 
than in 1943: at most 35 per cent. -.ig 

No. 43. Soap industry. —No dependency on IG with respect to raw ma er 
existed in 1937. 


/ 
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No. 44. Tanneries. —In 1937 llie synthetic tanning agents were almost en- 
tirely confined to auxiliary tanning agents particularly for cutting down tan¬ 
ning time and giving the leather a parlicular tanning effect. These auxiliaries 
may amount to about 10 per cent of the total requirements of tanning agents. 
As far as chrome leather is concemed, the dependency was 100 per cent owing 
to the fact tliat IG was the sole producer of chrome salts in Germany. 

No. 46. Rubber industry. —In 1937 synthetic rubber production amounted 
to about 5 per cent of the German rubber consumption. The dependency on 
IG in supplies of accelerators and other auxiliaries was 95 per cent. In all 
other materials necessary for processing rubber no dependency on IG existed 
in 1937. 

For items not mentioned above the remarks of August 31, 1945, hold good 
also for 1937. 


Oskar Loehr. 


Frankfurt a/M., September 8, 1945. 

IG production, 1937, compared with total German production 



IG production Percentage Total 


1937,in- 

of total 

German 


cluding 

German 

produc- 


participa* 

produc- 

tion, esti- 


tion 50 per- 

tion 

mated 


Cent and 

* 



raoro 



Product 

In 1,000 metric 

; tons 

1. Nitrogen --- 

_ 580 

70 

835 

2. Sulfuric acid _____ 

_ 593 

35 

1,700 

3. Chlorine ----— 

149 

40 

370 

4. Caustic soda and potash---- 

_ 199 

30 

660 

5. Calcium Carbide --- 

313 

52 

950 

6 . Aluminum---- 

_ 10 

7 

132 

7. Magnesium ___— 

_ 12 

100 

12 



In metric 

tons 

8. Nickel --- 

_ 3,112 

100 

3,112 

9. Carbonyl iron --- 

_ 600 

100 

600 


In million cubic 

meters 

10, Compressed gases --- 

_ 22 

45 

49 

. 

In 1,000 cubic 

meters 

11. Rare gases -- 

6 4 

33 

16.6 



In metric 

tons 

12. Organic Intermediates — 

_ 496,000 

90 

550,000 

13. Solvents_ _ 

_ 97,800 

75 

130,000 

14. Methanol ....... _ __ 

_ 104,500 

100 

104,500 

15. Synthetic rubber _ 

_ 3,473 

100 

3,473 

Plöstics *«***«.«,M™,^«*.*-Mt»*«*«****-*»»«t.M***— 

_ 3,161 

90 

3,500 

17. Plasticizers _ __ 

_ 5,578 

90 

6,200 

18. Synthetic resins — ..i — -- 

_ 12,370 

50 

24,700 

19. Synthetic tanning agents - 

_ 12,245 

100 

12,245 

20. Dyestuffs_ _ 

_ _ 68,470 

98 

69,900 

21. Dyeing and printing auxiliaries 

_ 23,890 

55 

48,000 

22. Detergent raw materials — -- None 

— 
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23. IG waxes --- 

24. Pharmaceuticals - 

25. Sera---—----- 

26. Insecticidea and fungicides__ 

27. Natural gasoHne- 

28. Benzene —--- 

29. Synthetic gasoline___ 

27*29 - 

Out of this production: 

30. High-octane gasoline __ 

31. Lubricating oil (synth.)___ 

32. Explosives and gun powder __ 

32a. Explosives- 

32b. Gun powder _____ 

33. Poisonous gases---- 

34. Artificial silk (1938) ____ 

35. Spun. rayon (1938) ____ 

36. Cellopbane ____ 

37. Photograpbics; 

. (a) Movie film - 

(b) X-ray film_____ 

(c) Film for amateur cameras 

(d) Color film ____ 

(e) Photographie plates _ 

(/) Photographie papera -- 

(g) Cameras ___ 

Frankfurt a/M., September 8, 1945. 
^No figures available. 


2,975 100 2,975 

2,676 50 5,350 

- 100 - 

5,058 40 12,850 

In 1,000 metric tons 

_ — 300 

- _ 300 

300 50 600 

300 25 1,200 

None — --- 

None — — 

n C) C) 

n (^) c) 

(") C) (*) 

None — - 

17 24 72 

53 28 189 

- 100 -- 


60*70 

50-60 

75-80 

80-85 

50-60 

50 

5 


Dependency of Other German Industries on 
IG Farbenindüstrie 

Supplement to list “IG Production 1943” 
of August 13th, 1945 

In a number of cases the percentage figures given for IG share^ in total 
German production have to be supplemented by additional data which show 
how far other German Industries are dependent on IG for supplies of im¬ 
portant raw materials or Intermediates. 

No. 6. Aluminum. —IG is producer of synthetic Kryolith and probably pro- 
duces far more than^half of this product, needed in considerable quantities for 
the electrolytical production of aluminum. 

No, 16^ Plastics. —Exceeding the 90 percent of the IG share, IG supplies 
the firm Rohm & Haas, Darmstadt, with intermediates. Thus the share of 
IG in the field of plastics comes up to 93-95 percent. 

No. 20. Dyestuffs. —By supplying the firm Geigy, Grenzach, with inter- 
raediates it can be assumed that IG’s share in the German dyestuff industry 
is increased from 98 to 99 percent. On the other hand it must be stated, 
that in peacetimes foreign firms participated with about 10 percen in the 
sale of dyestuffs used in Germany. 

No, 24, Pharmaceuticals. —The share of 55 percent given in the list is 
somewhat amply calculated, because the higher value of IG producta compared 
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with those of firma of medium and sraaller size especially has been taken into 
calculaüon. 

Important intermediates such as phenol, salicylic acid and aniline could 
be purchased on the open market in quantities sufficient for the production 
of large producta such as aspirine and pyramidone by firms outside IG. 
Furthermore, the German pharmaceutical industry is almost entirely inde¬ 
pendent of IG as far as producta made from natural druga or animal glands 
are concerned (Morphiates, insuline and other hormones). Nevertheless there 
is an additional dependency on IG with respect to important synthetic pharma- 
ceuticals, insofar the other German producta rely on the supply of essential 
intermediates. Examples for thia dependency are; 

Name of product 

Sympatol (curative for 
cardiac trouble) _ 

Ephedrine (curative for 
diseases of circulatory 

System) - 

Gelonida antineuralgica 

(antirheumatic) _ 

Antipyrine (antipyretic) 

Globucid albucid 
(chemotherapeutics; 
aulfa druga) ... 

Taking all circumstances into consideration, the dependency of the re- 
maining pharmaceutical industry on the supply of intermediates by IG will 
probably amount to another 5 percent at most and ihus IG’s share will be 
increased from 55 to 60 percent at most. 

No. 26. ^Insecticides. —IG’a share of 55 percent will be increased by 5-10 
to 60-65 percent by the supplies of intermediates to medium-sized and smaller 
firms which work in this field. 

Fields of Production Not Mentioned in the List 

No, 37 (h), Photochemical products. —By its organic intermediates IG 
leading in this field, Its share can be estiraated at 70-80 percent. 

No. 38. Bichromate. —In the ! field of chrome salts IG was Controlling 
100 percent of the German manufacture. However, the figures of production 
declined in recent years owing to lack of chrome ore. 

In normal times the outlets of the production were as follows; 

' Percent 

Export (mostly consximed in leather industries)—51 
Germany: 

(a) Leather industry -----21.0 

(b) Textile industry----- 6.0 

(c) Mineral colors- 6.0 

(d) Preserving mixtures for tiraber in mines-».™.......«—.«..™™-.-.— 5.0 

(e) Catalysts for Chemical syntheses, particularly gasoline -- 4.5 

(f) Metal industry (Chrome plating)- 4.5 

f ^^arious industrie8r«iii n i..w.w....ww«..«..«..........MW...5.0 


Firm 

C. H. Boehringer Sohn, 

Ingelheim__ 

E. Merck Darmstadt —. 

Goedecke & Co., 

Magdeburg ---— 

Schering A. G., Berlin— 
Do 


Name of 
Intermediate 

Methylamine. 

Benzylchloride. 

Phenacetine, 

Dimethylsulfate. 
Sulfanilic acid. 


49 
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In ihe leather industry chrome salts are used for manufacturing clirome-tanned 
leather, in the mineral color industry for producing chrome yellow and other 
chrome colors, in the textile industry particularly in the dyeing of woollen 
good. In preserving timber chrome salts can be replaced hy other Chemicals 
to a certain extent, but they are indispensable for catalysts particularly in the 
production of synthetic gasoline. 

No. 39. Phosphoric acid. —^IG did not produce crude phosphoric acid, but 
it was the only producer of pure phosphoric acid (by combustion of phos- 
phorus) at Piesteritz. A large part of this production was consumed by IG 
Works making mixed nitrogen fertilizers. The remainder was consumed by the 
soap and detergents Industries, by manufacturers of foodstuffs and baking 
powders, for treatment of hard water and for de-rusting purposes. 

No. 40. Hydrocyanic acid and sydnides. —IG is the largest producer of 
hydrocyanic acid and cyanides. Part of its production is for own consumption 
to produce Intermediates for plastics and syntlietic rubber. IG’s share of tlie 
market is estimated to be 40 to 50 percent. Sodium cyanide is mainly used 
in mining, particularly for flotation of ore and for lempering or hardening 
steeL Hydrocyanic acid and some cyanides are used for fumigation purposes, 
pest control, etc, 

No. 41. Mineral colors. —(a) Titanium dioxide: The Titangesellschaft 
m. b. H., Leverkusen (50 percent owned by'IG, 50 percent by National Lead) 
is the only producer of titanium dioxide in Germany, 

(b) Lithopone; The production of Leverkusen including its participations 
is about 38 percent of the German production. 

(c) Remaining white colors (white lead and zinc white); In this field 
IG did not participate. 

(d) Iron oxids; By its extensive production in Uerdingen IG was leading 
in this field. Share probably by 90 percent. 

(e) Remaining fancy colors: Participation of IG quite insignificant, but 
a certain dependency of other producers from IG exists with respect to chrome 
salts. (See No. 38 above.) 

No. 42. Point and varnish industry. —^This industry needs the following 
Products. 

18. Synthetic resins, on the average about 35 percent of the total quantity. 

13. Solvents, on the average about 62 percent of the total quantity. 

17. Plasticiszers, on the average about 3 percent of the total quantity. Total 
100 percent. 

The domination in percentage of the German market by IG in the 3 
poups, results in a dependency of about 65 percent of the paint and varnish 
industry. 

No. 43. Soap industry. —In the last period of the war the soap industry 
by way of the group 22, “etergent raw materials” nearly entirely depended 
on the IG. 

No. 44, Tanneries. —By the synthetic tanning materials of group 19, a 
strong dependency on IG of the tanneries has developed—at most 50 percent. 
As far as chrome leather is concemed, the dependency is 100 preent. (See 
No. 38 above.) 

No. 45. Glues and adhesives. —^The old glues such as rye products, casein 
animal glues were to a considerable extent replaced by synthetic 
glues, for exampl: Karuit, a urea formaldehyde condensation product marketed 
by IG.; a phenol formaldehyde condensation product marketed by Dynamit 
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A. G., Troisdorf; Tegolcim, a phenol formaldehyde condensation prodnct mar- 
keted by Theodor Goldschmidt A. G., Essen,' 

The share of IG. and DAG together in tlic market amounts to aboul 50 

percent. 

No. 46. Rubber industry .— (a) Concerning the main product caoutclionc 
the industry manufaeturing rubber articles depended nearly entirely on the 
IG in the last period of the war. 

( b ) Accelerators, antioxidants, plasticizers and similar auxiliaricst This 
field was controlled by IG to about 95 percent. 

(c) Carbon black: In this field IG’s own production was quite insignifi- 
cant but by adding the productions of Chemische Werke Hüls and Bayerisclie 
Stickstoffwerke, Piesteritz, IG’s share will come up to 20-25 percent of the 
German production. 

(d) Sulphur: The greater part of sulphur was imported from abroad. 

( e ) Other materials for the rubber industry: In this field was no sub- 
stantial dependnecy on IG. 

O. Loeiir. 

FRANKFURT-a.-M., CVSf AugUSt , VTDE. 
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